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BIRTH OF A NEW NATIONAL SPIRIT 


papas HEE conflict in Europe has been instrumental in kindling a new spirit 
MAR of co-operation and consciousness of latent power in the hearts of the 

men upon whom rests the real responsibility of directing the forces 

of finance, industry and trade in this country. It has hastened the 

establishment of a new order which has for its purpose the mobiliza- 
tion and more scientific employment of monetary and credit resources. It has 
also renewed public faith in the wisdom and integrity of that group of our 
citizenship which has been the particular object of attack by professional re- 
formers, politiciars and muckrakers. In truth, the country has been taught a 
sound lesson. The undaunted spirit and ingenuity with which the bankers of 
this and other cities have acted in unison to master the uncertainties and dis- 
orders thrust upon us by the war must leave a deep itnpression upon the popular 
mind. Certainly there is no nation in the world, neutral or otherwise, which is 
rendering such effective service in bringing order out of chaos and in restoring 
the avenues of international trade and credit. 

The war comes at a time when we are still exposed to the weaknesses of an 
archaic monetary system and in the midst of dislocations which may be prop- 
erly attributed to reactionary political influences. Convictions may differ but 
the fact remains that the natural progress of this country was arrested by the 
reversal of policies at Washington, by the enactment of a legislative program 
which involved dangerous principles of paternalism and interference. The vis- 
ionaries and the disciples of a so-called “new freedom” were entrusted with the 
reins of government. The representatives of “big business,” of banking and 
finance, were denied a fair hearing at the National Capitol. A new era of 
Government control of business was inaugurated which ignored the sacred rights 
of property guaranteed under the Constitution. A drastic change in the tariff 
policy was made to drive so-called “special privilege” from its last redoubts. 
Class discrimination was sanctioned by the passage of an Income Tax law. 
A so-called “démocracy of credit” is to be created by the enactment of new 
currency and banking laws. Undeterred by the confusion caused by the Euro- 
pean war the legislative branch of the Government completed the program by 
passing a series of “anti-trust” laws, which will be the subject of judicial inter- 
pretation for many years to come. 


INAUGURATION OF THE FEDERAL RESERVE SYSTEM 


There is a world of truth in the adage that “the best laid schemes o’ mice 
and men gang aft a-gley.” Harrowing as are the aspects of war in Europe there 
is a brighter side to the picture. In every great emergency the politician sur- 
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renders the “plate” and the men of action, as well as the men-behind-the-desks 
who guide the business and material destinies of the nation, step to the fore. 
The dreamer and the text-book writer retire to the bleachers. It must be 
recorded to the credit of President Wilson and those in authority at Washing- 
ton that they have negotiated a treaty of peace with the “best minds” of the 
natior., ‘hat they have listened to wise counsel. The Federal Reserve Act con- 
tains radical principles and provisions. But when we glance over the list of 
governors and directors of the twelve Federal Reserve banks the doubts as to 
the feasibility of this new system begin to vanish. Although the Federal Re- 
serve system is not yet in actual operation the Federal Reserve Board has demon- 
strated the value of a centralized authority in the direction of banking and 
credit affairs. Its official sanction made effective the creation of a $100,000,000 
gold fund for the relief of the foreign exchange situation. The success of the 
$150,000,000 cotton loan fund suggested by Mr. Festus J. Wade of St. Louis 
is practically assured by the favorable attitude of this board. 

The banks of New York and of other central reserve cities, upon whom 
the major burdens of readjustment will fall, are prepared for the opening of 
the Federal Reserve banks, which is announced to take place November 3oth. 
As soon as the new system goes into effect it will release several hundred mil- 
lions of idle cash and gold which will serve as a further basis for credit. The 
United States Treasury, despite the loss of revenues under the Tariff Act and 
the embargo on trade, is in excellent position to aid in the establishment of the 
new system. 


THE FOREIGN EXCHANGE SITUATION AND EMERGENCY 
MEASURES 


We must bear in mind that as a debtor nation our problems of international 
credit, of domestic financing and the readjustment of foreign trade relations 
assume aspects which call for the united action of banking and business interests. 
When we survey the developments of the past three months, and the orderly 
progress which has been made, there can be no doubt as to the future, even if 
the war in Europe is prolonged through the winter. The foreign exchange situa- 
tion has been appreciably relieved by the successful funding of the New York 
City debt abroad, and the conseryative manner in which the New York com- 
mittee has handled the gold pool. The statistics of exports and imports for 
September are also most reassuring, indicating a record movement of foodstuffs. 
At the same time the large banks and trust companies of New York City have 
lessened the strain by .the creation of foreign credits and through private ar- 
rangements. 

The great problem, however, is that of preventing the liquidation of Ameri- 
can securities held in Europe. It is this uncertainty which militates against the 
resumption of stock exchange operations. Unless there is a decided change in 
the war zone the British moratorium will expire early in November. The action 
of the London banks and stock exchange interests will determine the policy 
which must be pursued here. The situation at the present time hardly justifies 
the clamor of certain interests for the early resumption of trading on the 
New York Stock Exchange. Although the British envoys who are now visiting 
this country advocate the early reopening of the exchanges it is obvious that 
the restrictions imposed upon speculation must be continued until the situation 
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clears up. Exclusive of the $100,000,000 fund the drain upon our gold resources 
since the first of the year has already exceeded $160,000,000. Despite the assur- 
ances given by Sir George Paish and his associates the fact remains that the 
reopening of the exchange in this city would release an avalanche of selling 
orders for foreign account, and the $100,000,000 gold pool would be ridiculously 
inadequate to meet the requirements. 


THE GOVERNMENT AND THE BANKS 


It is impossible to justify on any plea of public necessity or sound policy 
the attitude displayed by Secretary of the Treasury McAdoo and by Comptroller 
Williams in publicly and indiscriminately charging banks with practicing usury, 
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with hoarding reserves, unfairness to borrowers on collateral security, and with 
unduly restricting credit accommodation. The least that might be expected from 
those placed in authority at Washington, particularly during these trying times, 
is that they will use their influence to help strengthen instead of undermining 
public confidence in the integrity of the banking institutions of the country. 
The fact that these charges have been proven false, except in a few isolated 
cases, and that public retraction has been forthcoming, does not remove the 
suspicion that these officials have been playing politics in view of the approach- 
ing Congressional elections. That these unjust attacks have brought into bolder 
relief the unselfishness and loyalty of the banking fraternity to public welfare 
only renders the position of these officials more untenable. 

It is deplorable that while the bankers and businessmen. are grappling with 
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big problems forced upon this country by the European conflict the officials at 
Washington should blindly continue to harass and impose needless hardships 
upon them. It is true that under the old inelastic banking and currency system 
there has been the temptation, nay, the inducement, to hoard cash reserves or 
withhold credit in times of crisis. But it would have been far more tactful if 
Secretary McAdoo had publicly called attention to the fact that during no period 
of dislocation since the National Bank Act was passed have the bankers demon- 
strated such a spirit of sacrifice and of mutual helpfulness as_at present. Instead 
of publishing a “blacklist” in which he pillories 247 banks maintaining cash 
reserves of from 25 to 74 per cent., it would have been more effective and proper 
to have disciplined hoarding banks quietly through the office of the Comptroller. 
Many of these 247 banks have been able to show a “clean bill of health,” but 
the fact remains that the whole banking community of the United States was 
placed under indictment on the apparent showing of excess reserves by only 3 
per cent. of the total number of National banks. Who can gainsay the right 
of every bank or trust company, whether located in New York, Chicago, Phila- 
delphia, Boston, St. Louis or in the rural communities, to exercise conservatism 
in husbanding cash resources, in scrutinizing collateral security behind loans, and 
observing the policy of “safety first”? It suffices to say that the charge of 
usurious interest rates and of improper restriction of credit has fallen flat. 
The same is true of the aspersions cast upon State banks and trust companies in 
the telegrams of inquiry sent by the Secretary to State banking supervisors. 
The dignified reply of New York State Superintendent Eugene L. Richards, as 
to the injustice of such complaint in regard to the trust companies and State 
banks of this State, was typical of the responses from practically every other 
State. The facts disclosed as to the policy pursued by the banks of New York 
and of other large cities in protecting and meeting the requirements of borrowers 
on collateral, in response to the vindictive charges fathered by Comptroller 


Williams, should impress that official with a more solemn conception of the 
duties of his office. 


CONGRESSIONAL EXTRAVAGANCE AND THE WAR TAX 


The war tax bill as approved by the conferees of the Senate and House 
provides for a special levy of $90,000,000. The tax on bank capital, surplus and 
undivided profits has been reduced from $2 to $1 per $1,000. It is difficult, 
however, to justify this emergency measure on the ground that the war has 
reduced the revenues of the Government. The September and October receipts 
reports by the Government reflect the increase in exports, and the Treasury figures 
are favorable as compared with last year. The real’ reason may be traced to 
Congressional extravagance. The Baltimore platform contained the following 
paragraph:, 


We denounce the profligate waste of the money wrung from the people by oppressive 
taxation through the lavish appropriation of recent Republican Congresses, which have kept 
taxes high and reduced the purchasing power of the people’s toil. We demand a return 


to that simplicity and economy which befits a democratic government and a reduction in 
the number of useless officers, the salaries of which drain the substance of the people. 


Actual figures of appropriations covering the Democratic administration: 


ot aes Be $978,521,087 ee ape $088,353,340 
) freee 995,799,462 ae 1,057,605,604 
SOIR) <2 vane $1,089,408,777 
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THE $100,000,000 GOLD FUND AND OUR FOREIGN 
EXCHANGE PROBLEMS 


SUGGESTIONS FOR RE-ESTABLISHING INTERNATIONAL CREDIT 


BYRON W. HOLT 


Author of ‘‘Gold Suppiy and Prosperity’’; Chairman Tariff Reform Committee of the Reform 
Club; and Manager of the Investment Department of Warren W. Erwin & Co., New York City 





(Eprtor’s Note: 


The writer of the following article is one of the foremost authorities in 


this country on economic subjects, and has made an exhaustive study of the relation of gold 


supplies to prices, interest rates, security values, ete. 


most illuminating.) 


The international exchange problem result- 
ing from the present European cataclysm is 
undoubtedly the most difficult one ever put 
before the world’s financiers. It is doubtful 
if the “Gold Pool,” with its $100,000,000 fund, 
can solve it. It might possibly do so and re- 
establish international exchange with Great 
Britain on a normal basis if it should act 
promptly and boldly. Timid action will, how- 
ever, almost certainly result in failure, or 
rather partial failure, for the gold fund com- 
mittee is clearly working along the right line 
and is preventing the rate of exchange from 
going as high as it otherwise would go. 

Ours being a debtor nation, with interest, 
dividends and rents running against us to 
something like $1,500,000 a day—not counting 
short-term notes held abroad and now falling 
due rapidly—every day’s delay in re-establish- 
ing international credit on a normal basis, so 
that exports and imports can flow’ freely, in- 
creases ous, foreign obligations and makes the 
problem more difficult. 

Probably the problem can be solved quickly 
only by an international credit bureau created 
by the co-operative efforts of the great banks 
of this country, of England and possibly of 
France. 

It is reported that Sir George Paish, editor 
of the London Statist and who is now visit- 
ing this country, is here as a representative of 
British. financial interests who desire co-opera- 
tion in the establishing of an international 
credit bureau. The members of our Federal 
Reserve Board are said to be ready to con- 
sider any definite plan for the formation of 
such a bureau. 

There is less need of special or emergency 
measures with Germany not only because our 
obligations to. her and our present commerce 
with her are small but because the rate of 
exchange with Berlin is now normal or slightly 
sub-normal—indicating a tendency of gold to 
flow from Germany to this country. Possibly 
Germany is buying grain, ammunition, etc., 


His views on the “Gold Fund” will be found 


here and is paying in gold; probably she is 
sending gold to create a credit balance here 
for future needs; and possibly her citizens 
are selling their American securities and sending 
their gold here for safekeeping or for investment 
in our securities at a later date. In any case 
it is fortunate for us that at least one of the 
great warring nations of Europe is not draw- 
ing gold from us. 

There would be no great international ex- 
change problem if the international credit ma- 
chinery was in good repair and was working 
smoothly. It has broken down almost com- 
pletely. It was smashed by the European 
war—the greatest of all wars. The problem 
may be stated about as follows: 

1—Confidente is the basis of credit. The 
war, by destroying confidence, caused deposit- 
ors everywhere to draw gold out of the banks. 

2.—This hoarding of gold lessened the ability 
and. willingness of banks to pay exchange 
drafts—which can only be paid in gold. 

3—At the beginning of the war, we prob- 
ably owed Europe from $200,000,000 to $300,- 
000,000, and this notwithstanding that we had 
sent her about $150,000,000 of gold since 
January: Ist. 

4.—This indebtedness was increased about 
$100,000,000 during the week ending July 30th 
by unusually heavy sales of European securi- 
ties in our markets. These sales had, in 
fact, been unusually heavy for several months. 

5.—Since August 4th, our indebtedness to 
Europe has probably been increased by $400,- 
000,000 to $500,000,000 by drafts falling due— 
mostly 90-day drafts on London—which 
amount is not offset by excess of exports over 
imports. The British Government guaranteed ° 
the Bank of England against loss on all bills 
of exchange accepted previous to August 4th. 

6—In August our imports exceeded our ex- 
ports. In September exports exceeded im- 
ports by $17,000,000. From October 3d to 
October 10th, our exports exceeded our im- 
ports by $6,500,000 or nearly $1,000,000 a day. 
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Should our trade balance increase until it 
averages more than $2,000,000 a day, as’ is not 
improbable, our foreign obligations will de- 
crease and the exchange problem will after 
awhile solve itself. It should not, however, 
be forgotten that our exports usually exceed 
our imports in the fall and winter and that, 
unless the excess is abnormally great this year, 
the foreign exchange problem will, if we can’t 
solve it otherwise, still be with us next spring. 

7-—The problem would, however, not look 
exceedingly difficult if it were not reasonably 
certain that Europe will dump hundreds of 
millions of our securities on us, as soon as the 
stock exchanges in New York and London 
open. It is this fact, or fear, more than any 
other, that prevents the exchanges from open- 
ing and, by keeping billions of securities solid 
instead of fluid, paralyzes industry and com- 
merce and complicates the already intricate 
foreign credit problem. It is known that, 
even with the exchanges closed, our securities 
are returning from Europe in considerable 
quantities and are increasing our indebtedness 
to Europe. Every day’s delay, then, makes 
the problem more difficult. 

It is out of the question for our Govern- 
ment to invest one or two billion dollars in 
our foreign securities, as some writers sug- 
gest. It is also improbable that, unless peace 
is declared soon or unless the Allies ate soon 
on the way to victory, any syndicate can be 
formed big and strong enough to guarantee 
to take over, at reasonable price levels, all of 
our foreign securities that will be unloaded on 
us when our exchange opens. This fact must 
be considered in our international exchange 
problem. 

8—If, then, as seems probable, our indebted- 
ness to Europe now approaches $1,000,000,000 
and might quickly reach $2,000,000,000 if the 
stock exchanges were open, we can get some 
idea of the immensity and gravity of the 
proposition confronting us For it must not 
be forgotten that international balances can be 
settled only in gold. 

9.—It is hardly possible that we can restore 
credit, .bring back deposits and give our banks 
new loaning power until the stock exchange 
opens. It is hardly possible for the stock ex- 
change to open until foreign credit is restored. 
It is hardly possible for foreign credit to be 
restored until our exchanges are open, our se- 
curities are again fluid and industry has re- 
vived so that we can increase our exports 
of manufactured as well as of agricultural 
products and, in this way, pay our debts 
abroad. 

Here we have a vicious circle that will prob- 
ably be. broken only by the co-operative efforts 
of big international banking houses or, pos- 
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sibly, by the co-operative action of the Gov- 
ernments of the United States and of Great 
Britain. 

And yet the problem may not be so difficult 
if tackled in the right way. Let banks or 
governments establish a sufficiently large gold 
fund (say $500,000,000) to restore confidence, 
and the problem will almost solve itself and 
perhaps without the actual use of but a small 
part of the gold exchange fund. For, with 
confidence restored, deposits would tlow back 
into the banks, mills, stores and stuck ex- 
changes would open, exports would increase 
rapidly and our foreign indebtedness would 
soon be settled in the natural way—by the 
excess of exports over imports or by our 
so-called “favorable” balance of trade. In 
reality it is an unfavorable balance of trade 
for it occurs habitually only in the case of 
debtor nations which must continually pay out 
more than they take in. 

Credit is the goose that lays the golden eggs. 
It is very important that we revive the inter- 
national credit goose as soon as possible. Mills 
wili lie idle or half idle and employees will 
suffer for food and clothes until credit is re- 
stored and exchange is on its way back to 
normal. It behooves our financiers to act 
wisely and promptly. 

But while a quick solution may be found for 
the exchange problem, it cannot be applied 
quickly. That is, our huge foreign indebted- 
ness cannot be settled in gold or commodities 
(the only possible means of settling) within 
one or two weeks or even within one or two 
months. Possibly, though, an international 
credit bureau, with proper backing, could staft 
the wheels of industry and commerce going 
promptly if it would begin by exporting 
$50,000,000 or $100,000,000 in gold and would 
pledge itself, by intercst-bearing bonds, notes 
or certificates, to pay the balance of the debt 
by six or more monthly installments. The 
course of international trade would probably 
make this course so easy that the larger part 
of these payments could be made without ship- 
ping gold. 

The London Sunday Times suggests that we 
can spare gold enough to pay our foreign debts 
if we will simply substitute banknotes for gold 
certificates. It says: 

“Why New York should be so apprehen- 
sive of parting with gold is difficult to un- 
derstand. All that is required is to substi- 
tute banknotes in a moderate degree for gold 
certificates in order to liquidate the existing 
foreign indebtedness and clear the road for 
that big advance which events in Furope 
promise to American trade.” 

This looks easy but, even if our laws would 
permit, such action would probably shock con- 
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fidence and paralyze industry even more than 
has the European war. We have the greatest 
credit structure in the world. It is for this 
reason and because we use checks more than 
does any other nation that we are now suf- 
fering more industrially than are some of the 
naticns actually engaged in war. Confidence, 
the basis of credit; is most sensitive. We could 
not part with half of the gold underneath our 
credit structure without wrecking the whole 
structure. 

In conclusion, it may be said that the inter- 
national credit problem is extremely difficult 
only because of the absolute necessity for 
promptness. Every day’s delay further lessens 
confidence, destroys credit, paralyzes industry 
and commerce and increases the number of 


failures. Every day's delay in opening the . 
Stock. Exchange widens the already wide gap 
between the loan or fictitious prices and the 
actual values of the Wall Street securities held 
as collateral by our banks, and increases the 
Gangers of our present situation. 
Undoubtedly, the foreign exchange and com- 
merce situation would right itself in the course 
of several years. The present exchange rate, 
by putting a heavy premium on gold for ex- 
port and by discouraging imports with a dis- 
count, is working to this end. We should not, 
however, wait for the natural laws of trade. 
We should, by artificial aid, hasten nature’s 
process. Promptness is, in fact, the essence 
of this problem. The fire should, if possible, 
be put out before it becomes a conflagration. 


THE QUESTION OF REOPENING THE NEW YORK STOCK 
EXCHANGE 


The paternal solicitude which the southern 
contingent in Congress displays toward cotton 
growers has thus far not been extended to 
Wall Street brokers. Their lot is indeed a 
hard one. The bond houses can negotiate 
sales over the counter and conduct transac- 
tions within the limits prescribed. by the Com- 
mittee of Five. The banks are able to do busi- 
ness and even profit by the high rates of in- 
terest. But the Wall Street broker’s business 
is dead so long as the ticker is silent. There 
is no employment for the clerks and the only 
recourse of the speculative interests is to the 
curb or so-called “outlaw” market in New 
street. Relief committeeS are at work to as- 
sist those who face a winter of unemployment. 

The opening of the New York Stock Ex- 
change is still veiled in doubt and will be so 
long as the London exchange remains closed. 
Only a decisive action in the war zone can re- 
move the uncertainty and every development 
there seems to point to a long drawn out 
battle in which economic and financia] exhaus- 
tion may become the final arbiters. Some light 
inay be thrown on the matter if the moratorium 
in the London market comes to a close No- 
vember 4th as announced. There is every rea- 
son to believe that the improvement in that 
market, the strong position of the Bank of 
England and the settlements which have been 
made will warrant such action. But meanwhile 
there is no halt in the efforts to bring about 
the resumption of stock trading by .gradual 
methods in this city. The establishment of a 


market for call money based on Stock Ex- . 


change collateral and reduction of the rate for 


funds on call from 8 to 7 per cent. and in 
some cases to 6 per cent., is a big step in the 
right direction. By degrees the restrictions 01 
stock trading are being removed. The “Curb” 
market has reopened for trading in stocks 
which sold on July 3oth at prices below $10 
per share. The Committee of Five of the New 
York Stock Exchange has decided to allow 
transactions en the exchange in guaranteed 
stocks, both jisted and unlisted, at moderate 
concessions from the closing prices of July 3oth, 
subject to the approval of the committee. A 
Committee on Quotations was also appointed 
which would indicate a possible widening of 
scope in trading of listed stocks. But in bank- 
ing as well as conservative stock exchange 
circles the sentiment is against the removal of 
barriers which might open the market to a 
large volume of selling orders for the account 
of foreign holders and which will make values 
responsive to the varying fluctuations in the 
war zone. Encouraging is the announcement 
by the Clearing House Committee of the ex- 
change that, with the exception of the contracts 
of the two firms which failed on the day the 
exchanges closed, all contracts entered on the 
clearing sheets dated July 31, have been set- 
tled. It is understood that these contracts ap- 
proximated $100,000,000. The London Stock 
Exchange has also cabled the advice that no 
member will be permitted to negotiate a pur- 
chase or sale of securities dealt in in the Ameri- 
can market unless for cash and at a price 
equivalent to that of the closing prices of 
July 3oth. 
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RESOURCES OF TRUST COMPANIES OF THE UNITED 
STATES NOW APPROXIMATE SIX BILLIONS 


The United States Mortgage & Trust Com- 
pany of New York has compiled and published 
the 1914 edition of “Trust Companies of the 
United States” which affords gratifying evi- 
dence of the uninterrupted growth of the trust 
companies of this country. During the year 
ending June 30, 1914, the number of trust 
companies submitting reports increased from 
1733 to 1812 and during the same twelve months 
their combined resources have increased from 
$5,475,972,800.14 to $5,924,979,890.05. A con- 
servative estimate of the resources of the “non- 
reporting” trust companies will easily bring 
the total over $6,000,000,000. It is interesting 
to compare this trust company aggregate of 
nearly $6,000,000,000 with the combined re- 
sources of $11,482,000,000 reported by the Na- 
tional banks of the United States last June. 
The trust company returns of June 30, 1908, 
as compiled by the United States Mortgage & 
Trust Company, amounted to $3,917,442,356, and 
the gain to approximately $6,000,000,000 is 
therefore equal to 50 per cent. 

“Trust Companies of the United States” has 
been published annually by the United States 
Mortgage Company since 1903, when there were 
912 reporting trust companies, with total re- 
sources of $2,910,000,000. How remarkable has 
been the expansion of trust companies may be 
appreciated when we quote from the earliest 
reliable records which show that in 1884 there 
were only 44 trust companies, which reported 
combined resources of $239,000,000. In 1894 
‘there were 228 trust companies with resources 
of $705,000,000, and in 1900 the Comptroller of 
Currency reported 525 trust companies with in- 
dividual deposits of $1,028,000,000. 

The following preface appears in the 1914 
edition of “Trust Companies of the United 
States” : 


1903— 1914 


“The twelfth year of service in compiling, 
publishing and distributing ‘Trust Compa- 
nies of the United States’ is completed in 
this edition. 

The substantial increase of nearly $450,- 
000,000, shown in trust company resources, 
as compared with the figures of a year ago, 
together with the larger number of com- 
panies recorded, is an impressive reminder 
that the scope of useful activity occupicd 
by these institutions is continually broad- 
ening and enlarging. 

Considerable attention has heen given by 
hanking associations and legislative hod‘es 


during the past year to a revision of the 
various State laws governing the operation 
of financial institutions within their respec- 
tive jurisdictions. In the revision of these 
laws, the desirability of conforming to the 
provisions of the new Federal Reserve Act 
has been recognized, with a view to insur- 
ing that greater degree of harmony and 
concert of action between State and Na- 
tional institutions so necessary to their ad- 
vancement and the fullest development of 
the country’s resources and commerce.” 


The management of the United States Mort- 
gage & Trust Company render a valuable serv- 
ice to the banking and trust company interests 
of the whole country in publishing these statis- 
tics annually. The 1914 edition is handsomely 
bound in Alhambra corn color cover and com- 
prises 620 pages, giving statements of each trust 
company as of June 30, 1914, with names of offi- 
cers, directors, stock quotations, dividend rates, 
etc. The trust companies of Canada, Hawaii and 
Cuba are also included. There is a digest of 
State regulations, covering authorized functions 
and cash reserves, and a chart showing growth 
since 1885. A number of pages are also de- 
voted to the financial statement of the United 
States Mortgage & Trust Company, handsome 
illustrations of the banking offices of the com- 
pany and its branches. 





U. S. Mortgage & Trust Co. Takes Over 
Certification Department 


The United States Mortgage & Trust Com- 
pany announces that it has taken over the de- 
partment for the preparation and certification 
of municipal bonds which has been conducted 
by the Columbia Trust Company. The United 
States Mortgage & Trust Company was the 
first to offer this kind of service to the public 
and municipalities. Its-Municipal Bond Cer- 
tificate Department was established in 18096, 
since which time upward of 1600 issues, ex- 
ceeding in the aggregate $180,000,000, have been 
prepared for various municipalities throughout 
the United States. 

The United States Mortgage & Trust Com- 
pany has also issued a compilation, which in- 
cludes the statutory provisions of every State 
for the registration and transfer of municipal 
bonds that are applicable to all municipal bonds 
issued in the State, or to all bonds of one or 
more of the ordinary classes of municipal or 
quasi-municipal corporations. 





TRUST COMPANIES 


A CANDID STATEMENT AS TO THE ATTITUDE OF 
EUROPEAN HOLDERS OF AMERICAN SECURITIES 


A MORE ENLIGHTENED POLICY TOWARD RAILROADS AND BUSINESS WILL 
DISCOURAGE FURTHER LIQUIDATION 


T. de BRUYN of Amsterdam, Holland 
Member of the Banking Firm of Messrs. Adolph Boissevain & Co.,of New York and Amsterdam 





You ask me for an expression in writing 
about what I think the attitude of the Dutch 
public will be after the reopening of the Stock 
Exchange, whether they will sell a large part 
of their holdings in American bonds or stocks 
or not. 

Permit me to say that so far the Exchange 
has not yet published its intention to reopen 
and that these are times in which situations 
change abruptly, so that a prediction cannot 
be more than a mere guess. Our Dutch pub- 
lic has been a large holder of your securities 
for many, many years. Their first experi- 
ences with railroad bonds were very satisfac- 
tory, so that a great many of first mortgage 
bonds are still held by our best and most in- 
telligent investors. (Our banks, life insurance 
and other companies own relatively few 
American investments.) Another class of in- 
vestors acquired large amounts of collateral 
and other second-class railroad and industrial 
bonds, and preferred stock, and as Holland 
has passed through a period of great pros- 
perity, these holdings were never sold, so that 
the losses suffered in so many collapses since 
1906 tell heavily on those investors who pre- 
zerred a high return to safety. 

Then there is our big army of speculators, 
to be divided in two parts. First—the intelli- 
gent ones, who retired from the market a 
couple of years ago because they did not suffi- 
ciently *trust your Government and the anti- 
conservative tendencies of your people and 
politicians; and second, the younger and inex- 
periencéd class, who had made some moncy in 
the recent bountiful years, but did not under- 
stand American conditions, and whose pur- 
chases, although contra-advised by our bank- 
crs, led to the large increase in our spccula- 
tive holdings in 1913. The present prices: of 
Wabash, Denver, Missouri, Kansas & Texas, 
Rock Island, Marine and other similar shares 
can only confirm that these wild optimists are 
“done” and will not be a factor in the market 
for some time. 


How do our people feel?—you might ask— 
about the present conditions in the United 
States? The intelligent investor, who has his 
first mortgage bonds, feels pretty safe, and en- 
joys having invested a large part of his capi- 
tal in a country that is not stricken by war. 
But he is not going to increase his holdings on 
the old basis, because Europe will offer him 
attractive safe investments on a higher basis 
than said mortgage bonds, and until he is as- 
sured that your railways will be allowed to 
earn sufficient to make his investment practi- 
cally safe. 

The others, the speculative investors, and 
the intelligent speculators, will continue to 
watch your conditions- closely. Although this 
is no time for criticism, but only for construc- 
tive work, it cannot be denied that since 1907 
your country has forgotten that it is a young 
country and has to please the foreign investor. 
Everybody forgot it. Mr. Roosevelt became 
a puller down, instead of a builder-up. Mr. 
Taft lacked the necessary courage to oppose 
the popular demands. President Wilson, 
though often clothing his thoughts in beautiful 
language, started by sowing suspicion and in 
adopting Bryan and fighting Huerta dealt two 
heavy blows to the confidence of foreign in- 
vestors. To state the truth, we doubt your 
statesmen’s practical experience. Your policy 
of allowing everybody a hearing on everything 
about which he only has the most superficial 
knowledge has led—as a result of your increas- 
ing wealth—to the appointment of men who 
had still to learn their job instead of trusting 
the ship of State’s helm to the hand of the 
experienced pilot. Ji the long run you will, 
of course, return to the old practice, but the 
said ship is passing now through a succession 
of storms, and our investors do not want to 
place their cargo-on board before she has come 
hack to port and has been overhauled and 
inspected. 

We agreed to the. lowering of your tariff 
although we should have preferred a scaled 











264 TRUST COMPANIES 


reduction. We approved of the new banking 
law, although it lacked sufficient centralization. 
But, the trouble caused by the income tax was, 
and is, very disagreeable to investors and their 
advisers, while the anti-trust laws are greatly 
disliked. 

As to the railroads, we know that the rail- 
road managers and their financial backers made 
many mistakes, but we also know that ener- 
getic and disinterested repair work is going 
on; on the other hand, we could not under- 
stand the onesided reports of the Interstate 
Commerce Commission and strongly objected 
to the continuous efforts of State governments 
and other officials to raise taxes and expenses 
and lower rates. In our opinion it would have 
been better if the railroads after 1907, when 
the I. C. C. published their first prescriptions 
of bookkeeping, had come to the front with 
full explanation of the heavy charges to oper- 
ating expenses needed for a full upkeep and 
depreciation, including the moneys to be spent 
on stations, etc., which never will bring in 
additional income and therefore have to be 
met out of income. They refused to tell the 
full truth and to reassure investors; they 
hoped against hope, and the result is that 
increases of rates are arriving late, too late for 
many weak roads and optimistic investors. 
Even now their action to the public is not as 
energetic as we should like it, as a 5 per cent. 
increase will prove to be insufficient. 

So you sec that, as the Democratic party 
will probably remain in power for another two 
years, it is her attitude versus capital that to 
our investors will be the foremost factor in 
increasing or decreasing its investments. If 
that party understands the situation and wants 
to give a rest and fair play to trade and in- 
dustry, then we have no doubt that the old 
cptimism’ of our public regarding American 
investments will show itself again, that the 
demand for bonds will enlarge, and that our 
watching speculators will understand that the 
low level of intrinsically sound securities af- 
fords them a chance for which they have bee. 
looking in vain for years. ° 

Among those who for some time seemed to 


cencentrate their energies against the European’ 


purchasers was the Stock Exchange. Three 
years ago the joint arbitrage account was 
abolished. 1 need not give details here of these 
exchange transactions, which only mean buy- 
ing in the cheaper and simultaneously selling 
in the higher market, but I want to point out 
that all the foreign exchanges have understood 
the usefulness of joint accounts, because—as in 
this case—in interesting European houses in 
the results of these operations you make them 


as many agents who constantly try to increase 
the interest among foreign investors for Ameri- 
can securities. By forbidding the joint ac- 
count, so that the foreigner is degraded from 
a merchant to a commission man, and by act- 
ing on the theory that it is unnecessary to 
attract European investors because they will 
flock to New York on their own initiative, the 
Exchange showed that it did not grasp the 
situation. As said before, your country needs 
the foreign capital whether you like it or not, 
and the more you encourage and attract it and 
spread your organization to reach the foreign 
stcckings which nowadays are the goal of many 
competitors, the better results your own intelli- 
gent citizens will get out of their own work. 

There is no more independent man in the 
world today than the intelligent capitalist... What 
he wants and prefers is conservatism and fair 
play and your country formerly ‘understood 
that so well that I can only foresee a speedy end 
to the present period of forgetfulness. 





Investment Bankers and Rate Case 


A special railroad committee has been ap- 
pointed to represent the Investment Bankers’ 
Association of America at the rehearing of the 
railroad rate case before the Interstate Com- 
merce Commission, which opened at Washing- 
ton, October 19th. This committee consists of 
the following: George B. Caldwell, chairman; 
John E. Blunt, Jr., Merchants Loan & Trust 
Co., Chicago; Frederick Strauss, J. & W. Selig- 
man & Co., New York; Moritz Rosenthal, 
Ladenuburg, Thalmann & Co., New York; S. L. 
Fulier, Kissel, Kinnicutt & Co. New York; 
A. G. Hoyt, N. W. Halsey & Co., New York; 
Lawrence Chamberlain, Kountze Bros., New 
York; Warren S. Hayden, Hayden, Miller & 
Co., Cleveland; Stedman Buttrick, Estabrook 
& Co., Boston; R. B. Young, E. H. Rollins & 
Sons, Boston; Howard Graham, Graham & Co., 
Philadelphia; R. Lancaster Williams, Midden- 
dorf, Williams & Co., Baltimore; J. R. Ed- 
wards, Fifth-Thifd National Bank, Cincinnati; 
W. R. Compton, Wm. R. Compton Co., St. 
Louis; R. T. Field, Field, Richards & Co., 
Cincinnati; B. B. Veech, United States Trust 
Co., Louisville; Lynn H. Dinkins, Interstate 
Trust & Banking Co., New Orleans; W. G. 
Lackey, Mississippi Valley Trust Company, 
St. Louis; J. Herndon Smith, Smith, Moore & 
Co., St. Louis;-.John A. Prescott, John A. 
Prescott & Co., ‘Kansas City; Gardner P. 
Stickney, Wisconsin Trust Company, Mil- 


waukee; Eugene M. Stevens, Stevens, Chap- 
man & Co., Minneapolis. 
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TRUST COMPANIES 


CLEARING UP FOREIGN EXCHANGE SITUATION 
WITHOUT SERIOUSLY AFFECTING 
GOLD RESERVES 


WHY CAUTION IS NECESSARY IN CONSIDERING RE-OPENING 
. OF STOCK EXCHANGES 


GEORGE LEBLANC 
Manager Foreign Exchange Dept. Equitable Trust. Co., New York 


The problems which have been solved.in the 
Foreign Exchange situation since the outbreak 
of hostilities in Europe are without a parallel 
in the history of excharige, and unprecedented 
situations have. arisen which have been coped 
with in a manner which reflects great credit 
upon American bankers. 

The uncertainty of foreign shipments after 
the declaration of war, together with the “mor- 
atoria” declared by the European nations, af- 
fecting the payment of commercial bills, caused 
the New York bankers to refuse to buy such 
bills, which were, of course, the only medium 
of paying our foreign debts, with the exception 
of payments being made in gold. As a matter 
of fact, the payment of our entire foreign 
obligations in gold would have seriously af- 
fected our gold reserve, to protect which we 
would have been forced into a repudiation of 
this debt, at least for the time being. The latter 
course was followed by other nations in their 
declaring “moratoria,” therefore we are to be 
congratulated on the safe and sure manner in 
which we have raised ourselves from this pre- 
dicament without seriously affecting our gold 
reserve, and at the same time keeping our 
splendid credit standing intact. 

The clearing of the shipping lanes with the 
allied and neutral countries by the English 
fleet,’ together with the rescinding of certain 
parts of the moratoria concerning the payment 
of commercial drafts, has enabled us to resume 
heavy shipments of our commodities, and also 
the purchase of commercial bills, as under ‘for- 
mer normal conditions. To this, with the help 
of a few gold shipments, and the easy monetary 
conditions in London (putting us in a position 
to sell our financial bills) can be attributed our 
success in meeting our obligations abroad with- 
out having recourse to any drastic actions. 

We should, therefore, continue along the 
present successful lines. With the exception of 
the high price of sterling, and a decreased sale 
of cotton, business is now being transacted 
with England as formerly. The extreme ease 





of the monetary conditions of that country 
has created a strong demand for ‘short-term 
investments, and our finance bills have offered 
them an excellent opportunity to invest their 
surplus funds. ‘On the other hand, it has 
enabled us to partly finance our debt until we 
can pay the same with our commodities. Our 
cotton shipments to England are sold on the 
former basis, with the exception of the drafts 
of small cotton shippers, where the New York 
bankers require a drawee’s confirmation of the 
payment of the draft. 

In view of the difficulty in discounting long 
acceptances in France most of the drafts are 
drawn at sight or three days after sight against 
cotton shipments to that country.~ However, 
very few shipments are being made. 

Drafts are mostly drawn at sight against 
shipments to Italy, in lieu of the former method 
of drawing at sixty or ninety days after sight 
on the London agencies of the Italian banks. . 
The same method applies to similar shipments 
to Switzerland. 

In view of the scarcity of demand for Scan- 
dinavian exchange the cotton shipments to these 
countries are being paid in dollars in New 
York on delivery of cotton abroad. © 

Notwithstanding our present heavy ship- 
ments of grain to the allied and neutral coun- 
tries we seriously feel the blockade against 
the shipment of our commodities to one of our 
largest buyers. 

The non-payment of international debts with 
gold has created an important disarrangement 
in the quotations of the exchange market. For 
instance, sterling, French francs, Swiss francs 
and Dutch guilders are quoted far above parity, 
while the others are quoted far below; conse- 
quently, England and France_had great facili- 
ties for opening dollar credits in this country, 
to be used mostly for the purchase of their 
war necessities. Germany partly provided for 
this at the beginning of the war by accepting 
payment of- their debts in New York. The 
Russian Government, however, is having great 
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difficulty in purchasing in this country, due 
to the lack of such provision. 

According to the easier condition of the ex- 
change market, it is evident that we are speed- 
ily disposing of our foreign indebtedness by 
the shipment of gold and commodities, in addi- 
tion to the opening of large local dollar credits 
by foreign governments for the purchase of 
their war necessities. This will also place ‘the 
present high quotations in foreign exchange 
back to their usual standard. 

It is reported, however, that Sir George 
Paish and Mr. Basil B. Blackett, representing 
the British Chancellor of the Exchequer, will 


Seward Prosser Elected President of Bankers’ 
Trust Comrany 


The election of Seward Prosser, president 
of the Liberty National Bank, to the office 
of president of the Bankers’ Trust Company 
affords assurance that the executive admin- 
istration will be carried on with the same 
high standard of ability and thoroughness 
which has characterized the remarkable 
growth of that company in the past. Mr. 
Prosser succeeds Benjamin Strong, Jr., 
during whose term as resident the Bankers’ 
Trust Company has created new records of 
progress. Mr. Strong resigned to accept 
the governorship of the New York Fed- 
eral Reserve Bank. 

Mr. Prosser has been president of the 
Liberty National Bank since March 1, 1912, 
and came to that bank from the Astor 
Trust Company. When the latter was or- 
ganized in 1906, Mr. Prosser accepted the 
position of vice-president and to his initia- 
tive and policies, in association with Thomas 
Cochran, Jr., as vice-president, were largely 
due the unusually successful career of the 
Astor Trust Company. Mr. Prosser started 
in business as an insurance man and for a 
number of years was connected with the 
Equitable Life Assurance Society, later 
forming the insurance firm of Prosser & 
Homans, who were agents fof the Equitable. 
Mr. Prosser is a graduate of Yale of the 
class of 1894 and was born in St. Paul, 
Minn., in 1872. His practical training both 
in trust company and banking fields peculiar- 
ly qualifies him for the responsible office 
to which Mr. Prosser has been elected. 





European Investors in American Securities 


The following letter has been received by 
Trust Companies from Mr. John Harson 
Rhoades, of Rhoades & Company, Bankers, in 
regard to the influence of the war on American 
securities : 


favor an early opening of our Stock Exchange, 
also the prompt payment of our debts in gold. 
We have accomplished - much already, and it 
seems to me that we should very carefully 
consider any proposition that might entail the 
heaping of additional burdens upon ourselves 
before the final disposal of our obligations. No 
doubt there are humerous reasons for the re- 
opening of the Stock Exchange. However, 
there is no reason sufficiently important if it 
would make possible a recurrence of the for- 
eign exchange dilemmas obtaining at the be- 
ginning of the war. We have been embar- 
rassed; it is well to be cautious. 


“Replying to your request for my views as 
to the attitude of European investors toward 
American security holdings I may say that in 
order to answer such a question intelligently 
one must know when the war will end—knowl- 
edge that no man possesses. Assuming, how- 
ever, for the sake of the argument that peace 
be restored within six months, which I believe 
more than probable, I am of the opinion that 
the liquidation of American securities held 
abroad will not be so great as some predict. 
There are those who hold the opinion that 
when the war is over high grade bonds of long 
maturity will be selling anywhere from 15 to 
20 points less than they were before hostilities 
began. With this. view I am far from accord. 
It would take ten years devastation to bring 
about such results. 

“If the markets were open today I can imag- 
ine a big break in prices, for the future is 
uncertain, and it is uncertainty that breeds 
pessimism. But, with.the war ended it seems 
to me that while some foreign investors, be- 
cause of losses, will be forced to sell, many 
others will husband their resources and abide 
their time, basing their action upon the logic, 
that while things are on the mend it is no 
time to rush in to sell. A drop in the market 
for long term high grade bonds of say five 
points is quite possible, but I am not so sure, 
if the war be ended within six months, ‘that 
even this drop will occur. 

“IT repeat; to my mind, there is a marked dif- 
ference. between selling today with all the un- 
certainties ahead, and selling when the war is 
over. Let us not forget that there will be 
some European buying; men of means are ever 
ready and able to pick up bargains, whether 
residing at the seat of war or elsewhere. Fur- 
thermore, we are, at last, to learn the lesson 
of economy—a blessing in disguise—in conse- 
quence, in this country at least fewer new se- 
curities will be offered for-sale, enabling us 
better to absorb the foreign selling of the old.” 
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SEwarD Prosser 


RECENTLY ELECTED PRESIDENT OF THE BANKERS TRUST COMPANY OF NEW 
YORK CITY, SUCCEEDING BENJAMIN STRONG, JR., WHO RETIRED TO ACCEPT 
THE OFFICE OF GOVERNOR OF THE FEDERAL RESERVE BANK OF NEW YORK 
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THE $150,000,000 LOAN FUND FOR PROTECTION 
OF COTTON 


FEDERAL RESERVE BOARD APPROVES PLAN ORIGINATED BY erty J. WADE, 
PRESIDENT MERCANTILE TRUST COMPANY OF ST. 





In view of the various temporary 
aids-which have been proposed for stabiliz- 
ing and protecting the great surplus supply 
of cotton which cannot be released through 
the customary channels of trade because of 
the European war, a comprehensive plan 
has been evolved by Festus J. Wade, presi- 
dent of the Mercantile Trust Company of 
St. Louis. This commands the united ap- 
proval of the Federal Reserve Board and 
banking interests of the country. The suc- 
cessful operation of this plan will entitle 
Mr. Wade to the credit of having initiated 
one of the greatest emergency movements 
in the history of the country, and which 
promises not only to relieve the distressing 
situation in the South but likewise will be- 
come a most important factor in restoring 
normal business conditions in all lines of 
commérce and trade. The plan calls for 
the creation of a gigantic cotton loan fund 
of $150,000,000, to be formed by inviting sub- 
scriptions from National and State banks, 
trust companies and merchants all over the 
country. The Federal Reserve Board at Wash- 
ington, before whom Mr. Wade submitted the 
plan, has given its formal approval and ne- 
gotiations are now in progress with a view 
of arranging the details. Endorsement has 
also been extended by President Wilson, 
Secretary McAdoo and by members of Con- 
gress who have been considering different 
schemes for government aid for the maintenance 
of cotton prices. 

It is also due to Mr. Wade’s energetic ef- 
forts that assurances have ‘been received 
from banks and trust companies in different 
sections as to subscriptions to complete the 
fund. As the result of a visit to New York 
pledges were given to Mr. Wade by the 
banks and trust companies of this city that 
they would subscribe their quota of $50,000,- 
ooo to the loan fund. Telegrams from the 
South also convey the intelligence that the 
bankers of those States stand ready to make 
up another $50,000,000. The plan as sug- 
gested by Mr. Wade provides that the Fed- 
eral Reserve Board shall have the adminis- 
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tration of the fund. In case that body is 
unable to assume these additional duties it 
is proposed to have the fund administered 
by a representative committee of bankers. 

Mr. Wade first submitted the plan on 
September 25, at a meeting of wholesale 
merchants of St. Louis, and, following unani- 
mous approval, it was forwarded to Secre- 
tary McAdoo and the Federal Reserve 
Board by the author and George W. Sim- 
mons, treasurer of the “Buy-a-Bale Com- 
mittee” of St. Louis, where this plan also re- 
ceived its start. Secretary McAdoo re- 
quested the Southern bankers to report to 
him as to the feasibility of the movement 
and at the conference a telegram was sent in 
reply quoting the following resolution which 
was adopted: 

“Tt was moved by Mr. E. D. Robertson 
of Columbia, S. C., and seconded by Mr. 
D. N. Fink of Muskogee, Okla., that the 
plan outlined’ by Mr. Festus J. Wade, in 
general essence, ‘be adopted, and the de- 
tails worked out later. It is believed the 
South will subscribe its proportion as sug- 
gested and outlined.” 

The message was signed by the following 
men, who participated in the conference: 

P. M. Harding, president Delta Trust & 
Banking Company, Vicksburg, Miss.: R. H. 
Stewart, president City National Bank, Dal- 
las, Tex.; T. O. Vinton, president Bank of 
Commerce and Trust Company, Memphis, 
Tern.; D. N. Fink, president Commercial 
National Bank, Muskogee, Okla.: B. D. 
Harris, vice-president Southern Texas Com- 
mercial National Bank, Hosiston, Tex.; E. 
W. Robertson, president National Loan & 
Coluaites, ._ 5: .C.: -J. 
H. Fulton, president Commercial National 
Bank, New Orleans, La.; C. G. Price, vice- 
president Southern Trust Company, Little 
Rock, Ark.; J. M. Miller, Jr., vice-president 
First National Bank, Richmond, Va. 

The Federal Reserve Board, at a formal 
meeting, approved the Wade plan and ex- 
pressed its belief that it would meet the 
situation most effectively. The following is 
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a synopsis of the details of the plan as pre- 
sented by Mr. Wade, following a conference 
with the authorities at Washington: 

“1, Organize $150,000,000 cotton ' loan 
fund throughout the United States, which 
fund shall be turned over to and managed 
by the Federal Reserve Board at Wash- 
ington and loaned to the national currency 


associations or to the Federal Reserve 
banks. 
“2. All loans to be made payable on 


or before one year at the option of the 
borrower, with the right to the Federal 
Reserve Board to extend any or all such 
loans made for two periods of six months 
each. Interest on such loans to be at the 
rate of 6 per cent. per annum. 

“3. All loans to be made at not to ex- 
ceed six cents a pound, middling basis, to 
be secured by approved warehouse receipts 
for cotton properly insured. 

“4. The fund to be called for by the 
Federal Reserve Board in such installments 
as may be necessary. 

“s. New York financial institutions will 
subscribe $50,000,000 under above conditions 
toward such fund, provided the balance of 
the country subscribe not less than $100,- 
000,000.” Fr 

“The details are to be worked out by a 
committee to be appointed by the Federal 
Reserve Board,” says Mr. Wade, “which 
will unquestionably have the support of 
every part of the country. It is recog- 
nized that the caring for the surplus cotton 
crop is a national problem, one which in- 
terests all manufacturing industries, com- 
mercial establishments, agricultural re- 
sources, transportation companies and finan- 
cial interests, and which will undoubtedly 
receive universal support throughout the 
nation. 

“The task put upon the Federal Reserve 
Board, while onerous, was readily accepted 
by Secretary McAdoo, who recognized the 
gravity of the situation, the necessity for 
action, as well as the practicability of the 
plan to meet the situation, and it is under- 
stood that through his guiding influence the 
entire fund of $150,000,000 was made avail- 
able to the cotton growers of the South 
at a very moderate rate of interest, when it 
is considered that the loan is made to run a 
year if the borrower so desires and the bor- 
rower can pay the lender at any time he 
may market his cotton, or. otherwise liqui- 
date his obligations. 

“The committee had telegraphic advices 
from Arkansas, Georgia, Louisiana, Mis- 
sissippi, South Carolina, Oklahoma, Texas 
and Tennessee, that each of these States 
would unquestionably contribute their pro- 


Portionate part of the $50,000,000 which was 
allotted to the South as its share of the 
fund. It is expected that all of the eastern, 
northern and western parts of the country 
will be asked to contribute now that New 
York has spoken, particularly so as the 
management of the fund will be placed in 
charge of the Federal Reserve Board at 
Washington. 

“The President, Secretary McAdoo and 
the Federal Reserve Board having already 
approved the plan of raising the $150,000,000 
fund to loan on the surplus cotton crop, it is 
generally understood that all departments of 
the Government will be put behind the sur- 
plus cotton crop to rapidly increase its ex- 
port and also to develop the sale ot the 
product to the New England and Southern 
cotton manufacturers of the nation.” 


‘** Talking It Over” 

One of the most encouraging develop- 
ments in Wall Street since the war be- 
gan is the splendid spirit of co-operation 
which prevails between National banks and 
trust companies in dealing with borrowers 
whose loans are based on Stock Exchange 
collateral. In retracting the charges of 
discrimination against New York banks 
Comptroller Williams issued a statement 
which showed that since the closing of the 
New York Stock Exchange not a single 
National bank of this city had sold collateral 
held as security for call loans because of 
omission to pay; that four-fifths of the 
banks had refrained entirely from calling 
outstanding loans although in some cases 
requiting additional collateral where needed. 
The statement issued by State Bank Super- 
intendent Richards showed that the trust 
companies and State banks had met legiti- 
mate demands with equal fairness and jus- 
tice and that since July 31, loans were increased 
despite heavy contributions for the New York 
City notes, the gold fund and for other pur- 
poses. 

Uncertainty of security quotations because 
of the absence of official quotations, ren- 
ders it. necessary for every National bank. 
trust company and State bank to protect 
both its own interests and those of the bor- 
rower. That is being accomplished by call- 
ing in borrowers and “talking it over.” 


Banks in the northern section of New Jersey 
have sent a formal request to.the Federal Re- 
serve Board to be included in the New York Fed- 
eral Reserve District instead of in that of Phila- 
delphia. This petition is based on the argu- 
ment that the commercial business of northern 
New Jersey with New York is fully ten times 
as much as the commercial business of that sec- 
tion with Philadelphia. 
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THE COTTON SITUATION IN THE SOUTH FROM THE 
STANDPOINT OF THE BANKER 


WILLIAM R. HAMBY 
President Citizens Bank & Trust Company, Austin, Texas 





The people of the United States are not in 
any way responsible for the conditions now 
prevailing in Europe, and yet except for the 
toll of blood the warring nations are paying, 
we are equally sharing in the losses and mis- 
fortunes of that war. The interruption of 
commerce, the depreciation in values and the 
increased cost of living is making the burden 
upon the South especially hard for us to bear, 
but these conditions, extraordinary as they are, 
can be met and overcome by co-operation and 
conservative action. There is no miraculous 
power that can. help us, but we can help our- 
selves. The situation is serious but not in- 
surmountable. If we sit ste dy in the boat 
and give the oars a strong pull and all pull 
together, we will be surprised how easily and 
safely we have landed. 

A conservative estimate of our cotton crop 
for 1914 is about fifteen million bales. In 
normal times about sixty per cent. of our crop 
is taken by Europe and about forty per cent. 
by American mills and by other countries not 
directly affected by the European war. 

The farmer owes the local merchant and 
the local bank; the merchant owes the bank, 
the jobber and the manufacturer, while the 
local bank no doubt is a borrower from re- 
serve and central reserve cities in order to 
help the farmer and the merchant; hence, we 
are all directly interested in conserving the 
price of cotton. We are all-equally interested 
in having a market that will maintain values 
and prevent cotton from selling at a sacrifice. 

The banks and merchants of the South fur- 
nished the money and supplies to make the 
present crop and will no doubt be called upon 
for help again next year. We do not ask our 
farmer friends to sacrifice their cotton and 
will do all we can to help them hold for rea- 
sonable prices, but in return we ask them to 
store the cotton in bonded warehouses where 
it can be protected from weather and fire and 
to bring us the warehouse receipts to be used 
as available collateral. Under these conditions, 


if they need additional funds for gathering 
the crop and for family supplies, we will be 
glad to help them and when their notes ma- 
ture before the crop can be sold at living 
prices, they may be assured of any reasonable 
extension desired. 

The “buy-a-bale”’ movement started in the 
South has had a good effect but so far has 
been largely sentimental and local. If that 
proposition could be extended over the entire 
United States and dealers and manufacturers 
who sell goods in the cotton growing section 
could be induced to buy a bale and hold it 
from the market, it would result in taking care 
of our entire surplus of cotton and insure the 
producer living prices. Cotton can be stored 
and insured one year for less than one cent 
per pound, and, unlike most commodities, it 
will be as good in five years as when first 
placed in the warehouse. 

Every dealer and manufacturer who sells 
goods in the South is equally interested with 
the producer in helping to prevent the sale 
of cotton below the cost of production. Cotton 
brings too much foreign gold to the United 
States for the price to be regarded as either 
local or sectional. It is a matter in which our 
whole country is interested. A bale of cotton 
has been bought by President Wilson and his 
splendid example should be followed by every 
patriotic and public-spirited citizen. 

The solution of the situation is to warehouse 
the surplus cotton and hold it for a future 
market and sell the balance only when it can 
be sold above the price of production. No 
one can know how long the European war will 
continue, but even if peace should be declared 
in the near future, Europe will need more 
foodstuffs than ever before, which our coun- 
try must supply. We are urging the earnest 
and systematic co-operation of our farmers to 
reduce their acreage in cotton, plant more grain 
and foodstuffs, pay more attention to raising 
livestock and prepare to do their share in feed- 
ing the world hereafter. 
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WILL GOVERNMENT ACTION BE NECESSARY TO 
PROTECT OUR GOLD AND SECURITIES? 


SUGGESTION FOR TRANSFER TAX ON FOREIGN HELD INVESTMENTS 


ROBERT R. REED 
Caldwell, Masslich & Reed, Attorneys-at-Law, New York 





(Note: 


Tl.e suggestions in the following article are made in response to an inquiry from 


Trust ComPANIFs as io alternative which may be adopted to meet the situation created by the 
European War in our international finance and credit relations.) 


The financial situation is one for bankers 
rather than lawyers; nor have I been able 
to give it the exhaustive study it requires. 
My answer to your inquiry must, therefore, 
be confined to one suggestion; it is entire- 
ly a personal one, and not made on behalf 
of any client. If the accumulated, wealth of 
Europe is to be exhausted in a prolonged 
war for existence, the drain upon our cap- 
ital and gold, particularly by the sale of 
foreign-held securities, may be beyond the 
power of banks and individuals to check. 
The situation may have to be met by our 
Government, by force of law, protecting our 
territory and our pecple from the destruc- 
tive effects of a world war. This, I think, 
is the problem, the very serious problem, 
ahead of us, unless, as many suppose, it is 
already here. In judging this problem and 
in solving it, we must consider what may 
be done by other governments, as well as 
what should be done by our own. It is, for 
instance, possible that one or more of the 
European nations, with the resourcefulness 
born of necessity, will accumulate or “mob- 
ilize”’ American securities, by taking them 
in payment or exchange for Government 
war loans, in some cases in payment of war 
levies, all with a view to marketing them 
ultimately in this country. It is possible 
that this process has already commenced 
in Germany. It would seem to be the most 
effective method of obtaining our capital for 
war purposes, and obtain it they will if the 
war continues and if we do not take mea- 
sures adequate to meet the situation. (See 
Note A.) Our Government should be pre- 
pared for the eventualities, and as a war 
measure no ection can be too radical if it 
does not go beyond the necessity and if it 
is effective. 

The Government must act, either to pre- 
vent or check the exportation of gold, or 
to prevent or check the importation of se- 


curities, or both. Any such thing would be 


radical, but it could be done. It could be 
done most effectively through the taxing 
power. My suggestion may be worthless, 


but it seems to me its possibilities are worth 
considering. It is this: that a heavy tax shou!d 
be levied on the sale or transfer of any securi- 
ties which were on July 30, 1914, (See Note 
B) not owned by citizens or residents of 
this country, satisfactory evidence of such 
ownership, when claimed, to be given in 
each case in a manner to be provided by 
the Commissioner of Internal Revenue, a 
heavy penalty being imposed for any false 
statement. Such a tax could, of course, be 
made prohibitive. It is not necessary that 
it should be wholly so. It could be gradu- 
ated so as to meet the danger if and as it 
becomes serious. At the risk of seeming to 
push an artificial suggestion too far, I would 
tentatively propose that the amount of the 
tax should be graduated and incréased with 
the total amount of such securities sold; 
for instance, that it should be but one per 
cent. (ad valorem) until the tax received 
amounted to $1,000,000, two per cent. until 
it amounted to $2,000,000, and so on, becoming 
gradually prohibitive as the volume of 
securities increased the Commissioner to 

Note A.—In connection with the ibility that 
one or more foreign governments will acquire large 
amounts of American securities, it has been suggested 
that an arrangement might be made with any such 
government by which it could market in this country 
its own bonds secured by American securities. This 
would seem to be a possible device to prevent the un- 
loading of these securities on our markets. If it could 
also be arranged that the credits established by these 
loans should be used only in payment for American 
commodities, the plan might furnish a partial solu- 
tion of the problem. This is, however, a matter for 


the bankers. The lawyer’s comment would seem to 
be that it is feasible, that the foreign govern- 
ment is willing (as it would be if the marketing of the 
securities otherwise was made impracticable), and 
provided also that the securities are deposited with an 
American trustee, with an irrevocable power of attor- 
ney to dispose of them in liquidation of the maturing 
obligations. It would not, of course, entirely dispose 
of the problem of preventing a deluge from other 
sources of foreign-held securities. 
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apply the increase in rate automatically 
as the amount received equaled the respec- 
tive sums named. An effectual prohibition 
is thus attainable against any excessive 
foreign selling. The whole thing would, of 
course, be an emergency or war: measure, to 
be altered or repealed as the international 
markets became adjusted. Probably some 
better method, involving the taxation of gold 
exports or an “international clearing-house,” 
will be worked out if the situation in fact 
demands it. The point is that our foreign- 
held securities furnish a ready means for 
withdrawing our capital and gold to finance 
the European struggle, and the danger is 
one that affects our whole country, and 
should be met as needed by Governmental 
action. Once a large international debt is 
established against us, it may be too late, 
in morals if not in law, to tax the debt or 
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prevent the exportation of gold. Neither 
in morals nor in law is there any obligation 
upon us to buy all the liquid assets of 
Europe to finance Europe’s war. If we are 
willing to do so, if individuals possessing 
American credit, are willing to exchange 
that credit’ for Europe’s liquid assets, no 
power can stop the transaction except the 
power of the Government applied directly to 
the transaction itself. 


Note B.—This fixed date seems necessary to vent 
abroad by American citizens, for resale here. 
t could be provided that the tax should be imposed 
but once, the security being stamped to evidence the 
payment. If, however, this were not done, the law 
would have the incidental and desirable effect of com- 
pies a se te classification for market of 
oreign-held or taxable securities, that is, of all securi- 
ties which were ‘‘foreign-held’’ on July 30, 1914, as 
such securities would remain taxable upon any future 
transfers thereof; there would be no fixed arbitrage 
between securities now held abroad and those now held 
athome. This would have the further effect of making 
-~ An nea securities desirable as purchases only 
‘0 investors. 


BENJAMIN STRONG, JR., AS GOVERNOR OF THE NEW YORK 
FEDERAL RESERVE BANK 


The responsibilities and highly important 
duties which are conferred upon the Gov- 
ernor of the Federal Reserve Bank of New 
York could not have been placed in safer or 
more efficient hands than those of Benjamin 
Strong, Jr. His election to that office by 
the directors of the Federal Reserve Bank 
of New York has inspired the whole bank- 
ing community with a more pronounced feel- 
ing of assurance and faith that the inaugu- 
ration and development of the new system, 
at least so far as it applies to this district, 
will be along the most practical lines. The 
success and usefulness of the Federal Re- 
serve Bank of New York, as of all the other 
twelve districts, will depend to a large de- 
gree upon the ability and wisdom with which 
the administrative powers are directed by 
the Governor. Upon his shoulders falls the 
actual work and the many knotty problems 
which necessarily must be met in adjust- 
ing banking and currency relations to the 
new principles incorporated in the Federal 
Reserve Act. While the Feaeral Reserve 
agent is the responsible representative of 
the Government and is chairman of the 
board the practical administration rests 
largely with the Governor. 

The Federal Reserve bank, while it actu- 
ally covers only the State of New York, 
will doubtless exert a predominant influ- 
ence in the system as a whole because of 
the volume of its capital and resourcés and 


because of the important role which it oc- 
cupies in the banking center of the nation 
and in handling the bulk of foreign settle- 
ments. It is precisely in measuring up to 
these broad requirements that the election 
of Mr. Strong as Governor is a most for- 
tunate one. His exceptional abilities were 
demonstrated in making the Bankers Trust 
Company the second largest trust company 
in the United States, in the valuable services 
which he rendered recently in devising re- 
lief measures for Americans in Europe and 
as the New York member of the national 
committee, of which J. B. Forgan of Chi- 
cago, was chairman, which formed the plan 
for the $41,000,000 gold fund. In order to 
devote his undivided attention to serving 
the public Mr. Strong cheerfully resigned 
from all directorates, including the trustee- 
ship of the Seamen’s Bank for Savings of 


which his great grandfather was at one 
time president. 
Mr. Strong was born December 22, 1872. 


in Fishkill-on-Hudson. At the age of 19 
he entered the banking firm of Jesup, Paton 
& Co., as clerk and in 1900 he became assis- 
tant secretary of the Atlantic Trust Com- 
pany, which was merged with the Metropoli- 
tan Trust Company in 1903. He continued 
with the latter until 1904 when he was elect- 
ed secretary of the Bankers’ Trust Com- 
pany. In 1910 he was elected vice-president 


and last January he succeeded his father-in- 
law, E. W. Converse, as president. 
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JOINT SESSION 


OF THE 


Crust Company Section 


AND THE 


Savings Bank Section 


AMERICAN BANKERS’ ASSOCIATION 


AT RICHMOND, VIRGINIA, TUESDAY, OCTOBER 13th, 1914 


In view of the fact that 
the trust companies, State 
banks and savings banks 
control approximately 65 
per cent. of the aggregate 
banking resources of the 
United States it is obvi- 
ous that their attitude 
toward the [ederal Re- 
serve Act will have a 
most important bearing 
upon the sliccess and use- 
fulness of the new sys- 
tem. Jt was. therefore, a happy thought to 


hold a joint session of the Trust Com- 
pany and Savings Bank sections in con- 
nection with+ the recent annual convention 


of the American Bankers’ Association at Rich- 
mond, Va. The necessity for enlightening dis- 
cussion and authoritative analysis of the appli- 
cation of the Federal Reserve Act to State 
institutions is further emphasized by the dif- 
ferentiation in functions, laws and _ practices 
which characterize the operations of trust com- 
panies, State banks and savings banks in the 
various States. The joint meeting held at 
Richmend on October 7th was of great value 
in bringing about the formation of different 
Views and in suggestions to reconcile these dif- 
ferences. The feature of the meeting was the 
address by H. Parker Willis, who was recently 
appointed secretary of the Federal Reserve 
Board. The discussion which followed his ad- 
dress also brought forth some valuable sug- 
gestions from the delegates. Instructive also 





were the letters read at the meeting from 
George M. Reynolds, president of the Conti- 
nental and Commercial National Bank of Chi- 
cago; A. J. Hemphill, president--of the Guar- 
anty Trust Company of New York; A. Darton 
Hepburn, chairman of the Board of the Chase 
National Bank of New York; E. D. Hulbert, 
vice-president of the Merchants Loan & Trust 
Company of Chicago and F. H. Fries, president 
of the Wachovia Bank and Trust Company of 
Winston-Salem, N. C. 

The joint session was held in the Auditorium 
of the Jefferson Hotel in the forenoon of 
Tuesday, October 13th, with J. F. Sartori, 
president of the Security Trust & Savings Bank 
of Los Angeles, Cal., and president of the 
Savings Bank Section, in the chair. The at- 
tendance was representative of trust company 
and savings bank interests throughout the coun- 
try. The meeting was opened with prayer by 
Rev. Dr. J. J. Gravvatt, of the Holy Trinity 
Episcopal Church of Richmond. 

Chairman Sartori then gracefully yielded the 
gavel to F. H. Goff, president of the Cleveland 
Trust Company and president of the Trust 
Company Section, as the permanent chairman 
of the morning, who announced that the pur- 
pose of the joint assembly was the discussion 
of the attitude of State banks and trust com- 
panies toward the newly organized Federal Re- 
serve system and also urging a free discussion 
among the delegates. Chairman Goff then in- 
troduced Dr. H. Parker Willis, who addressed 
the meeting as follows: 
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THE FUTURE OF STATE INSTITUTIONS UNDER THE 
FEDERAL RESERVE ACT 


H. PARKER WILLIS 
Secretary of the Federal Reserve Board 





Gentlemen: I read somewhere last night 
that the American Bankers’ Association 
gathering here in Richmond was_ probably 
one of the richest: associations of the kind in 
the United States, dnd possibly in the world. 
I do not know about:that—I have not the 
figures—and I do not think the point is one of 
very much importance. What I do feel to be 
of importance is that the American Bankers’ 
Association, representing as it does, the united 
banks of the country, is probably the most 
significant, most powerful business body in the 
United States today. Believing as I do that 
the control of credit, the proper apportioning 
of loans, the sustaining of business by the 
assignment of fluid capital to its use is, in the 
last analysis, the factor in business life that 
controls the direction of industry, and it seems 
to me that a body of this kind exercising that 
enormous power must be supremely self-con- 
scious of its immense responsibility. 

For some years past I have had the privilege 
of being associated with bankers, as a looker- 
on at the profession and its doings, and I have 
found that among bankers whom I ‘have had 
the pleasure of knowing, the savings bank and 
trust company officers contain among their 
number some of the best informed, most 
thoughtful men in the whole banking com- 
munity. Perhaps this was the cause of my 
own primary interest in the commercial side 
of the banking business. It has often seemed 
to me that if we were a little less strongly 
interested from a personal standpoint in the 
management of business, we are more lilely 
to be detached, thoughtful, and to give 
theoretic considerations their due weight than 
those who are immediately and instantly con- 
cerned in the profit side of the business; so, 
for that reason, I am doubly pleased to be 
before you today, first, because one could not 
find a more significant and powerful audience 
than the American Bankers’ Association, nor 
one which has a greater capacity for making 
its judgments effective in the control and 
direction of business. I use those words in 
their legitimate, good sense; secondly, because 


I feel that among the: bankirig ‘profession in 
this country the savings bank and trust com- 
pany men occupy a- position which is second 
to none and which, perhaps, because of its 
being outside of the immediate line of com- 
mercial business, gives them a detached qual- 
ity which enables them to make their judg- 
ments directly operative ‘without some sugges- 
tion that they are colored in ‘any manner by 
personal interest. 

The subject assigned me for this meeting 
is “The Future of State Institutions under the 
Federal Reserve Act,” and I have taken the 
liberty on account of, as I think, the impor- 
tance of the subject, of writing down my views 
on this subject. I shall from time to time de- 
part somewhat from my manuscript. ‘The sub- 
ject assigned me is a very broad one, because 
of the theory of the Federal Reserve Act that 
there should be in the United States a union 
of all banking institutions. 

In its original conception, the Federal Reserve 
Act was, by many, believed to be designed en- 
tirely for National banks; but, as you kno~ 
it has been given a far broader scope than that 
and now permits the coming in of State in- 
stitutions into association with the National 
banks, because of the basic idea in the law, 
as it finally was passed, to the effect that good 
and successful banking reform could never be 
attained without a general junction of all bank- 
ing institutions for the purpose of performance 
of certain necessary functions instead of con- 
fining the operation of the law to National 
banks. 

The subject assigned me for this meeting is 
“The Future of State Institutions under the 
Federal Reserve Act.” The subject is a broad 
one because the theory of the Federal Fe- 
serve Act is that there shbuld be a union of 
all banking institutions. Instead of confining 
the operation of the law to National banks, as 
was at first proposed by some thinkers, its 
scope was finally enlarged so that today almost 
any institution may become affiliated with the 
Federal Reserve system by complying with the 
provisions applicable to it. The legislation as 
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it has developed, aims to create a means of 
unifying the reserves of the whole nation, in 
order that the whole banking system may be 
strengthened where it is weak by reliance upon 
the aid of the stronger portions of the country 
when need may be, while those parts of the 
nation which may have excess funds are en- 
abled to employ them profitably by placing them 
at the disposal of other portions of the coun- 
try for investment in the paper which may 
offer itself. 

In another great and important way, the 
Federal Reserve Act as now framed contem- 
plates the inclusion within its range of as many 
of the banking institutions of the country as 
can be induced to participate. I refer to the 
question of domestic exchange. The act pro- 
vides for unifying domestic exchange methods. 
Such unification calls for the aid of all the 
banks of the country, if it is to be thoroughly 
successful and practical. Both as regards the 
attainment of genuine banking strength, there- 
fore, and as regards uniformity of domestic 
exchange rates, the Federal Reserve Act dis- 
tinctly contemplates and desires the inclusion 
of all institutions within its scope in the way 
that I have just indicated. I might go further 
and suggest a variety of considerations bearing 
upon this subject and showing the reasons why 
and the ways in which such affiliation is con- 
templated by the law. In the short time at 
my disposal, however, it will not be possible 
to cover the whole ground, and I shall have 
to confine myself to a few of the more im- 
portant aspects of the subject. 

Assuming, what is evident from the Act and 
from all that has been said, that State institu- 
tions are freely welcomed to the Federal Re- 
serve system, and assuming further that. as | 
have just intimated, the system cannot attain 
its full fruition and success unless the great 
majority of the banks of the country are 
gathered into it, let us consider the practical 
question presented to the State hanks of the 
country. 

First of all, what is there to prevent State 
banks from entering the Federal Reserve sys- 
tem? The Act provides that every such bank 
shall comply with the requirements that are 
imposed upon National banks with regard to 
capitalization in relation to population, and in 
regard to the amount of reserves maintained. 
Such State banks must, moreover, conduct 
themselves in a general way on the basis of 
banking management that is laid down tor Na- 
tional institutions under the Federal Reserve 
Law, although it may be said in passing that 
there is nothing in that law to interfere with 
those banks which are organized under State 
law, or to prevent them from taking advantage 


of those broader provisions of legislation which 
are found on the statute books of some States. 
But, in a general way, State banks which enter 
the Federal Reserve system must live up to 
certain requirements as to capital and reserve, 
and must submit to examination on the same 
basis as the National members of the system. 
How does this affect the State banks? 

It is undoubtedly true that in some States 
the standards set by law on the three points 
I have just mentioned are lower than those 
of Federal Reserve system. We cannot, how- 
ever, get a fair test of the case by merely noting 
that there is a difference between State and 
National legislation in this regard. The real 
question is not whether there is a difference— 
that is to say, whether a State bank can if it 
chooses, get down to a lower basis of manage- 
ment than that prescribed by the Nationa! 
law—but whether the basis prescribed by Na- 
tional law is unduly high or severe. I do not 
think that a consideration of the terms of the 
law will lead any one to think so. As is well 
known, the Federal Reserve Act, during the 
later stages of its development in Congress, 
was modified in the sections relating to re- 
serves so that as the thing stands, a bank in a 
central reserve city is merely obliged to keep 
eighteen per cent. of its demand deposits and 
five per cent. of its time deposits, one-third of 
the said eighteen per cent. to be in its vaults 
in cash, seven-eighteenths in the Federal Re- 
serve bank, aad the balance either in its own 
vaults or in the Federal Reserve bank. A 
bank in a Reserve city has to hold fifteen per 
cent. of the aggregate amount of its demand 
deposits and five per cent. of its time deposits, 
it being necessary that one-third of the fifteen 
per cent. referred to shall be held in cash in 
its own vaults, while six-fifteenths, or two- 
fifths, are placed in the Federal Reserve bank 
of its district, the remainder being opticnal. 
In country banks it is necessary that a twelve 
per cent. reserve shall be maintained against 
demand deposits, with five per cent. against 
time deposits, while of this twelve per cent., 
only one-third, or four-twelfths, is ultimately 
to be carried in cash, and in the Federal Re- 
serve bank five-twelfths, the balance being op- 
tional as between the bank’s own vaults and 
the Federal Reserve bank. 

Now, those requirements are .not severe. 
Thev are very much lower than the ones that 
exist at the present time. particularly when 
it is remembered that the Act itself provides 
that one-half of each installment of reserve 
may he protected by re-discounting of the paper 
of the specified kinds enumerated in the law, 
and, as a matter of fact, although this is per- 
missive, there is nothing whatever in the law 
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to prevent a bank be:ng accommodated to the 
full extent of its installments in the way of 
rediscounts; in fact, one man supposed that 
after the system has been fully established, and 
the banks are open, that in many cases an 
institution which wants to build up its reserve 
will do so not by getting gold and taking it 
there, but by simply obtaining a re-discount 
upon the books of the Federal Reserve bank 
of the District, leaving it to that bank to pro- 
vide the gold or lawful money which is neces- 
sary in order to protect that credit. 

Comparison of: these figures with reserve 
requirements in the several States would be 
interesting, but time will not permit me to 
present a complete tabular view of the situa- 
tion. Suffice it to say, therefore, that the re- 
serves mentioned in the Act are not as great 
as those which are required of banks in the 
States whose laws have been best framed and 
are best executed. We must, therefore, reach 
the conclusion that the reserve requirements of 
the new system are not such as should prevent 
any bank from entering it. If legislation which 
is now pending before Congress should be put 
into effect by the Board, these reserve require- 
ments would be made even lighter than those 
contained in the Federal Reserve Act itself. 

What I have just said may be considered as 
bearing primarily upon the case of a State bank 
which is just organizing, has not become in- 
volved in any business transactions or compli- 
cations, and is considering for the first time 
the question whether it shall affiliate itself with 
the Federal Reserve system or not. But, as 
a practical matter of fact, such banks are few 
in number. The question must be discussed 
from the standpoint of the State banks which 
have been in existence for years past, and 
which are active, going concerns, their funds 
involved in various transactions, and their 
credit committed to the support of various 
enterprises. What of such institutions? In a 
general way, I may say that it has been found 
that the two principal obstacles to the entry 
of State institutions into the Federal Rese-ve 
system are as follows: - 


(1) The existence of a large element of 
real estate loans in the portfolios of the in- 
stitutions ; 

(2) The existence of what are called “ex- 
cessive loans,” by which is meant loans to 
single persons or individuals, greater than 
the amount permitted under the National 
Banking Law. 

It has been rightly assumed by the State in- 
stitutions that they ought to eliminate these two 
grounds of criticism if they expect to enter the 
system. A good many have suggested that they 
be given a reasonable amount of time to com- 
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ply with the requirements of the system, it 
being recommended that such time should in- 
clude a period ranging from six months to 
three years. It is probable that a good many 
institutions could, if they chose, get ready to 
enter in much less than a year, while there 
are others that could not successfully prepare 
themselves without a much longer period tlian 
that. Some able bankers have told me that if 
they were given a very reasonable extension of 
time within which to bring their assets into 
conformity with the requirements of the Na- 
tional law and of the Federal Reserve Act, 
there would be no doubt that they would enter 
the system in large numbers, either at once, 
or as soon as the new banks were placed in 
practical operation. Whether they would do so 
or not, is, of course, simply a matter of opin- 
ion, but in the absence of definite information 
on the subject, it may be assumed that they 
would do so, since this is manifestly the view 
of many able State bankers who are entirely 
independent of one another and who come from 
sections of the country so widely separated 
tiat it cannot be assumed that they have merely 
taken their ideas from one another. 


If it be supposed that the opinion thus ex- 
pressed is approximately correct, then the ques- 
tion arises whether the Federal Reserve Board 
has the right to, or having the right, ovght 
to, grant the concession that is called for. The 
Board has taken no action in this matter, and 
no one can or ought to try to predict what is 
likely to be done. Exactly how far its powers 
would permit it to go may be an open ques- 
tion. Without seeking to pass upon questions 
which are still sub judice, it can only be stated, 
therefore, thaf all thoughtful men, studious of 
the interests of the banking community and of 
the Reserve system, do undoubtedly desire to 
see a large number of State banks included in 
the list of member institutions. Persenally, it 
is my very strong hope and belief that a 
large number of them will be thus brought in, 
and under conditions which they can reason- 
ably be expected to submit to during the tran- 
sition period. 

It will be observed, however, that all that 
has been said thus far has been based upon 
the assumption that the banks thus seeking to 
enter the system are banks of the same gen- 
eral kind or description as those which now 
constitute the rank and file of the member 
banks today. That is to say, it is as:umed 
that they are commercial banks. On even that 
point I think there is some confusion of thought 
in some parts of the country, and possibly 
among certain groups of bankers elsewhere. 
The Federal Reserve system is essentially in- 
tended as a commercial banking system. It is 
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theretore not desirable that any bank should 
enter the system unless it is doing or intends 
to do a commercial business. All those in- 
stitutions which are engaged in operations that 
render it unnecessary or undesirable for them 
to comply with the commercial requirements, 
are, ipso facto, outside the range of banks that 
will be much benefited by membership. Al- 
though, technically speaking, every State bank- 
ing institution willing to comply with the law 
may become a member of the Federal Reserve 
system, it is not desirable that those should 
do so whose business is essentially of a differ- 
ent type from that of the commercial banks 
of the country and which are, consequently, 
either forced to make a sacrifice, thereby sub- 
jecting their customers to discomfort or incon- 
venience in order to come in, or which are in 
some other way subjected to difficulty as a 
result of it. In a word, no State institution 
ought to think of entering the Federal Reserve 
system unless its business is of a distinctly 
commercial type. Granted that, there is every 
reason why it should come in, but granting 
that its business is of a different type, the case 
changes. 

Thus, not only are the State institutions de- 
sired as members in it but also the effort of 
the system, and the real test of its success will 
be found in the question whether it modifies 
the banking situation, the credit situation in 
this country, so that there is a better condition 
of things, not merely for its members, but for 
those who are outside of it. 

As you know, the system itself does not 
undertake to do any business with the individ- 
ual man, except in those open market transac- 
tions where the institution having surplus 
funds, which it is not called. upon to-lend to its 
regular members and ‘depositors, that is, the 
banks, want to employ those funds in some 
way, and so enters upon the market and pur- 
chases paper, either in foreign exchange or 
in domestic operations, such as crop moving, 
or in the purchase of local bills that fall within 
the definition of the Act. But that, of course, 
is incidental to its main purpose, which is re- 
discount. And in re-discounting the system will 
fill, if it does not succeed in so radically modi- 
fying the banking situation that men will di- 
rectly profit by it in lower interest, in more 
uniform terms of discount, no matter whether 


they have any direct dealings with the Federal: 


Reserve bank of their district or not. 

It seems to have been supposed by some 
banks that they must enter the Federal Reserve 
system in order to get the benefit of it. That 
is only partially true. If the Federal Reserve 
system attains the objects for which it is in- 


tended, it will do so because of the fact that it 
modifies the whole banking situation. 

It will provide a market for commercial paper 
and will tend to bring discount rates to a de- 
gree of uniformity that has never before been 
possible. When the conditions are such 
throughout the country that commercial paper 
of known value can be marketed, and when, 
through the development of the principle of 
combined reserves, panic dangers are largely 
eliminated, every institution, whether a mem- 
ber of the Reserve system or not, will get the 
benefit of the improved situation. Of course, 
this result cannot be reached unless a sufficient 
number of commercial banks are joined to- 
gether in the system. Enough are already 
members practically to insure this state of 
things, but the assurance will become more 
and more distinct as more and more of the 
commercial banks join. Should they all enter, 
the system will gain no additional strength by 
the incorporation of members whose business 
is of a primarily investment character, even 
though they technically comply with the re- 
serve requirements. Neither will the institu- 
tions themselves profit particularly by such 
membership. They will get the advantages of 
the system in any case by being enabled to 
borrow under more favorable conditions from 
the member banks which have rendered their 
own assets more liquid through their own mem- 
bership: in the system, and have thereby en- 
abled themselves readily and regularly to af- 
ford such aid. as may be asked for by their 
banking customers. Those who say they con- 
template the time when all banks will become 
members of this system, to-those T should sim- 
ply say there is no use in any such condition 
of affairs either for the sake of the non-com- 
mercial institutions, who are thus thought of 
as entering, or for the sake of the system 
itself. If the system is successful, it is suc- 
cessful because it is a live system, because 
every member of it is actively engaged in doing 
business with it. That is, through all of its 
members it is constantly touching the business 
of the country. The system will not help the 
community, will not help the member banks. 
If their business is not of the type which the 
system was intended to promote, and whose 
development it was primarily framed for the 
purpose of assisting. 

When we hear the statement, therefore, that 
it is to be hoped that all institutions will ulti- 
mately become members of the Federal Reserve 
system, the wish must be regarded as based on 
enthusiasm rather than on knowledge. 

In what I have said thus far I have merely 
outlined the conditions as I think they must 
appear to a business man. But your ¢ommittee 
has also asked me to cunsider the probability 
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of the future. This leads into the realm of 
prophecy, and I am thoroughly aware of the 
danger it involves. It is, however, possible to 
express a few opinions in regard to the gen- 
eral situation. At the present time, a moderate 
number of State institutions of all kinds have 
affliated themselves with the system, including 
poth banks and trust companies. Without giv- 
ing exact figures it is fair to say that thus far 
only a very small percentage of State institu- 
tions has seen fit to join. Two questions arise 
in this connection, the one why more have not 
joined: the other whether more will join in the 
near future. Many persons regard the small- 
ness of the number of State institutions that 
have already joined as indicating that the sys- 
tem does not appeal to State banks. I have 
already indicated some reasons for thinking 
that this should not be the case, and in fact, 
for believing that it is not. It may be in- 
auired, what then is the reason why so few 
State institutions have become members. If it 
has the objects I speak of, why haven’t more 
of them joined? Of course, I have mentioned 
the two practical obstacles, from a _ business 
standpoint, that keep them from joining ap- 
parently. But, of course, if the State banks 
think it is an object to get in, there you have 
eliminated the causes for criticism. They 
would undoubtedly have reshaped their assets 
in a great many ways to join them. There are 
a great many institutions which are not sub- 
ject to those two criticisms, which could join 
tomorrow if they wanted to; that is, whose 
assets are in as good condition, from the 
standpoint of the law, as the member National 
banks. Then, why haven't they done so? 

In general, my answer to this would be that 
the State institutions have not joined simply 
because they did not have to do so. The bank- 
er, above all, is a conservative. His function 
is that of supplying conservatism in business. 
He insures credit; he guarantees that other 
men’s judgments are more or less correct. If 
left to himself, he will move slowly and look 
before he leaps, and his mistakes will be those 
which grow out of adherence to routine rather 
than those which are due to rashness, haste and 
desire for change. A good many State bank- 
ers who have not had the compelling motive 
for coming into the system at once that was 
felt by the National banks, have, therefore, 
waited to see how the situation would develop. 
As nearly as I understand, many are now on 
the margin of doubt. If conditions open fa- 
vorably, they will naturally be attracted into 
the system in considerable numbers; if the re- 
verse, they will probably prolong their period 
of waiting. Believing as I do that the Federal 
Reserve system will be made to operate suc- 
cessfully from the start, my disposition is to 
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think that there will, at an early date, be many 
new members who will come from among the 
State banks, and that they will join within a 
comparatively short time after the banks are 
actually open. 

Of course, I state that, as | said, with all 
hesitation, recognizing that it is an opinion 
about the future. During the past few months 
the rapid rush of new conditions in the finan- 
cial and business world have been such that 
| should say even those who thought they 
could tell what was going to happen thirty 
days in advance must be pretty thoroughly 
chastened by now. I would not even forecast 
what a day might bring forth, but this may 
be spoken of as possibly an indication. 

Assuming, however, that such should not 
prove to be the case, and that no rapid move- 
ment of State institutions into the system oc- 
curs—what then? 

It is probable that State bankers who have 
what to them seems a good reason for post- 
ponement of action, will continue to find such 
reasons for some time to come and will not 
bestir themselves to join the system until a 
very distinct, fresh motive is afforded to them 
for so doing. What will that motive be? It 
seems to me that the motive is hardly likely to 
be found in-the mere lack of opportunities for 
rediscount. If the rediscount plan opérates as 
it is expected to, State banks will get the benefit 
of it indirectly, by finding themselves able to 
dispose of their paper on favorable terms in 
the open market without necessarily going to 
a Federal Reserve bank for their accommoda- 
tion. It is rather to be expected that the motive 
tending to lead State bankers to enter the sys- 
tem will be found in the clearing function. If 
the clearance provision in the Federal Reserve 
Act proves successful, it may be expected that 
business will be transferred to the member 
banks by thos€é who will appreciate the im- 
mense advantage open to them as a result of 
the provisions freeing them from the oppres- 
sive conditions to which they have been sub- 
jected in regard to domestic exchange. It will 
be imperative for State banks to place them- 
selves upon as good a foundation for appealing 
to the public in this regard as that upon which 
the member banks rest. We may say, there- - 
fore, that the early entry of State banks into 
the system depends in a very large measure on 
the way in which the clearance feature is han- 
dled and the extent to which the clearing func- 
tion is taken over by the Federal Reserve 
banks, under instructions from the Federal Re- 
serve Board. Provided that this work is under- 
taken courageously and successfully. the result 
will be to enlarge very greatly the membership 
of the Federal Reserve system. 

You will recall the case of the Suffolk Bank 
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system of Massachusetts early in the last cen- 
tury. You will remember that the conditions 
at that time existing in New England were 
such that one could throw a stone in almost 
any community and it would be more likely 
to hit a bank than almost anything else. And 
you recall that bank notes were then issued by 
those institutions and shipped to a distance in 
the confident expectation that, with transporta- 
tion as it then was, it would take a great while 
for them to come home again. Under those 
conditions, the Suffolk Bank undertook, as a 
result of joint agreement on the part of banks 
of New England, to redeem the currency of 
the State banks of Massachusetts and adjoin- 
ing States ultimately. And it will be recalled 
that every bank joining in this scheme was re- 
quired to keep a deposit with the Suffolk. They 
redeemed its notes at par in Boston. Occa- 
sionally a bank tried to cut loose from the 
system, but it almost always appeared that 
under such circumstances its note currency was 
Jimited to a very small radius around the home 


office of the bank, for the simple reason that: 


the bank belonging to the Suffolk system had 
secured their currency, which was good all 
over the district through which this combina- 
tion of banks was operating. 

Today we do not use very many notes. We 
think of the note as ah important matter, but 
that is largely habit rather than anything else. 
We get out notes in time of panic and dis- 
tribute them with the belief that some good 
is being done; but is not that very largely what 
you call a psychological way of dealing with 
the situation? The real currency today, of 
course, is the bank deposit or check. Now, if 
the theory of the Federal Reserve system is 
carried out successfully, then you will see the 
same proposition carried into effect in each 
Reserve bank district that was seen in the case 
of the Suffolk Bank system more than one 
hundred years ago. That is to say, you will 
see the modern application of that idea, for 
there is nothing new in this world, and the 
ideas of banking under discussion and carefully 
thought out approach more rearly to a scien- 
tific basis than those of any other line of 
business. What is trying to be done in the 
Federal Reserve system as to domestic ex- 
change has been done in the past, has been 
worked out successfully, as applied to bank 
note currency. Can it not also be applied to 
the modern analogue of bank note currency, 
assume that idea is carried into effect as was 
intended? Now, will not that result in lead- 
ing many State banks to come in, in order that 
their credit may have the same scope and ex- 
tension as that of the Federal Reserve member 
banks? Will not the State banker want his 


depositors to know that a check drawn upon 
him by them will have the same breadth of 
circulation, will circulate just as favorably as 
the check drawn on a National or State bank 
which is a member of the system? If so, will 
it not be a decisive consideration with many 
others who are on the margin of doubt as to 
whether they should enter the system? 

It seems to me that if this plan is successful, 
and reasonably carried into effect, that that 
must almost necessarily be the case. 

This opinion I advance simply as a personal 
opinion and under the restrictions and limita- 
tions already outlined. I do not pretend to 
foresee or predict the future; I analyze only 
the situation as it appears to me today. 

Another question of longer range, and of 
equally great moment, is this: Will the Federal 
Reserve system tend to enlarge the National 
system of. banking, or to limit it? In other 
words, will the future of State institutions 
under the Federal Reserve Act be a future of 
a gradual conversion into National banks, or 
will the State institutions find their ranks 
gradvally enlarging until ultimately the bank- 
ing system of the United States consists of a 
body of banks organized under State law and 
federated together in twelve Federal Reserve 
institutions, the National banks being either 
extinct or on the road to extinction? In much 
of the banking discussion of the past two or 
three years, it has been stated that the drift 
of things was toward the elimination of the 
National bank. 

This was on the ground that with the bond 
basis for currency issue definitely removed, 
there would be no particular reason why a 
National bank should exist, while with the 
privilege of membership in the Federal Reserve 
system open to State banks, it would be largely 
a matter of indifference under which system 
an institution might organize. At times it has 
seemed fo me that those who thus argued had 
a rather substantial basis for their predictions. 
And yet since the adoption of the Federal Re- 
serve Act, the National system has grown 
rapidly. During that time there have been 
organized about 164 institutions. And this rate 
of growth is essentially the same as in recent 
years. 

Time was when it was stated that no National 
banks would enter the system, they would 
rather give up their charters, but that did not 
prove to be the case; and so far was it from 
being true that, during the past year, there 
has been an even more rapid growth in the 
number of National institutions than there was 
during the year preceding or during the year 
preceding that. 

There seems to be no disposition by estab- 
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lished banks to leave the system, but on the 
contrary, the process of new organization con- 
tinues as 1 have noted. It may be inquired 
whether this is not due to the fact that long 
experience has not been had with the new 
system, so that men naturally tend to follow in 
the groove marked out by custom, even though 
there are factors working against that success. 
Of course, one would feel that that would 
be applicable only in small and remote com- 
munities, and that it could not be true in the 
larger centres of population. Moreover, one 
would feel that with the keen, alert view of 
mer. subject to the highly competitive condi- 
tions—which is true of the banker more than 
any other man, despite the assertions of many 
trust—I say that with intense competition ex- 
isting in the banking business, one would ex- 
pect a man organizing a bank to look into the 
situation, and one would not expect to see men 
go into a system that was obsolete or in 
which the advantages were distinctly minor. 
Were the question to be answered in ,the 
affirmative, w> should have to conclude that the 
probable relatyon between National and State 
banks under the Federal Reserve system and 
the relative growth of the two groups would be 
a matter for future determination as to which 
no positive opinion could be expressed today. 
To some extent this is undoubtedly the situa- 
tion. Some States have already been making 
vigorous efforts to hold their own banks under 
State law. An example is seen in the case of 
the State of New York, which has recently 
liberalized its banking Act, shaping a piece of 
legislation which some believe is more favor- 
able to satisfactory banking than the National 
Act as modified by the Federal Reserve Act. 
Observe, however, that this action has been 
taken in order to prevent State banks from con- 
verting to National. The problem before us 
just now is the converse of that, and is, whether 
there will be a drift of National institutions 
into the State system. It would seem that 
there is good ground for believing that as a 
result of banking discussion and largely in 
consequence of the unifying influence of the 
Federal Reserve system, there will be a much 
stronger drift than heretofore toward stand- 
ardization of bank examination and of banking 
legislation. The Federal Reserve Act will have 
a very powerful influence in bringing about 
uniformity of conditions in examining banks 
and in controlling them generally. If such uni- 
formity be rightly developed, may it not; be 
supposed that banks already holding either a 
State or a National charter will continue as 
they are now? May it not also be assumed 
that, there being less variation of the condi- 
tions under which the two systems are oper- 
ated, the choice whether to enter a State or 


National system will be of relatively trifling 
importance, so that banks will enter one or 
the other in very much the same ratio as at 
present, or perhaps in substantially proportion- 
ate numbers? 

It seems to me that this is the direction in 
which conditions are drifting, looking at the 
matter from a long-range standpoint. So long 
as the State banks are allowed to become mem- 
bers in the Federal Reserve system, and so 
long as the effort to standardize National and 
State banking legislation is in progress, I do 
not see why one set of conditions should not 
offset the other, arid each system continue fairly 
well to hold its own. 

In other words, I think the tendency in this 
country is the hopeful and optimistic one, and 
it is to grade things up to a certain level, and 
not down. Time was when a bid was made 
for the organization of banks, by giving as 
poor legislation as they could, and by subject- 
ing the banks to as little annoyance after the 
system had been organized as possible. Noth- 
ing is more hopeful than the disappearance of 
that tendency, and the efforts on the part of 
many centres to get satisfactory laws for bank- 
ing, and the appeal of existing banks to enter 
their system on the ground that they have a 
good and an effective law which protects the 
legitimate, conservative banker against his fel- 
low who is not quite so much so, and which 
places him in a position to appeal to the public 
as being controlled by legislation which is quite 
as stringent and quite as effective as the Na- 
tional Act. Of course, there are many States 
in which that is not true today. That is, not 
all of our laws are equally advanced; but it 
seems to me that a careful review of the situa- 
tion, of the tendencies during the past twenty 
years, and particularly during the past ten 
years, shows a pretty steady advance in many 
States toward such uniformity. And, in that 
connection, it is only fair to say, it seems to 
me, that the efforts of the American Bankers’ 
Association and of State Bankers’ Associations, 
dominated as such associations almost always 
are by men of foresight and judgment, have 
been a powerful influence in bringing about that 
tendency to grade things up instead of to 
grade them down. 

It is not true then, in my judgment, that in- 
stitutions will drift out of the National sys- 
tems and drift into certain of the State systems 
simply because the latter may be lighter in their 
requirements than the National. 

It is recognized, however, that we are speak- 
ing of the future, nothing positive can be said, 
and no one can reasonably dogmatize about 
the probable outcome. Conditions may sud- 
denly change, as they have in the past, and 
if they do, a new and unexpected drift may at 
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any time be given to the course of banking de- 
velopment. 

From what has been said, you will see that 
I am not inclined to speak very confidently or 
positively of the future on any of the points 
under discussion. In fact, the present is of 
more importance than the future, because what 
happens later is the direct outgrowth of what 
is done today. For the present the problem is 
perfectly clear. It is, from the standpoint of the 
Federal Reserve system, to extend its borders 
as widely as it legitimately can among com- 
mercial institutions, bearing in mind and hav- 
ing due regard to the requirements of com- 
mercial banking, and always with the desire 
to take in only sound and well-managed insti- 
tutions, as well as those whose business is of a 
type that conforms substantially with the pro- 
visions of the law. From the standpoint of the 
banks, it will evidently be worth while for 
State institutions to conform to the reasonable 
requirements of the Federal Reserve Act in 
the matter of capital, reserve and examination, 
if by so doing they can get any real or sub- 
stantial advantages for themselves. That they 
can get such advantages, not merely in re- 
discount but also in clearing their items and in 
performing various other banking operations, 
and that they can materially advantage them- 
selves and their customers !y becoming mem- 
bers of the Federal Reserve system, is, I am 
sure, the general belief of those who are most 
familiar with National and State laws. Uni- 
formity of management, simplicity in domestic 
exchange, ability to bring aid to those institu- 
tions or sections where aid is needed and to 
afford opportunities for fluid and legitimate in- 
vestment to those parts of the country which 
have superabundant funds, will be promoted 
by the extension of the membership of the 
Federal Reserve system. When all has been 
said and when every consideration has been 
taken into account, I believe that the thought- 
ful and non-partisan banker will conclude that 
the question of membership is one that goes 
beyond the bounds of immediate business profit. 
In the course of my remarks today I have en- 
deavored to consider the problem with some 
little detail from the business standpoint. But 
banking on its higher side is, in my view of 
the case, a profession. It has its professional 
standards and its professional requirements. 
It performs an important public function. The 
banker must, therefore, consider not only what 
dividends he can make for his stockholders and 
what losses he can prevent them from incur- 
ring, but he must also think of the fulfillment 
of this public function in the best way. In 
the United States we have long suffered from 
incompatibility and divergence of banking 


methods. An opportunity is now given for 
standardization and for improvement of prac- 
tice. Should not the State banks of the coun- 
try who have so long borne an honorable and 
distinct part in the promotion of the country's 
commercial welfare, and many of whom have 
charters running back for a long period prior 
to the formation of the National banking sys- 
tem, stand ready to join in the effort to fur- 
ther the success and insure the greater sound- 
ness of banking methods in the United States? 
They can, if they will, attain these objects by 
affiliating themselves with the new system and 
by helping, through their influence and exam- 
ple, to make it a success. It is, I think, to be 
hoped that they may look at the question from 
some such standpoint as this, and in conse- 
quence, give their direct aid and support to the 
Federal Reserve system, as well as draw aid 
and support from it—becoming members of it 
and undertaking to give the fullest possible 
effect to the beneficial ideas embodied in the 
Act of 1913. 
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AND SAVINGS BANK SECTION MEETING 


Following the address of Dr. H. Parker 
Willis the order of proceedings at the joint 
meeting of trust company and savings bank 
delegates called for a general discussion 
as to the attitude of State institutions toward 
the Federal Reserve System. The proceed- 
ings, in detail, were as follows: 


Mr. Lynn H. Dinkins, president of the 
Interstate Trust & Banking Company of 
New Orleans: Mr. Chairman, would there 
be any advantage in a State bank becoming 
a member of the Reserve system, whose 
collateral would not be accepted by the Re- 
serve system for loans or re-discounts? In 
other words, there are numerous country 
banks whose collateral consists in mortgages 
on real estate, and notes and bonds and 
stock as collateral. As I understand it, 
such collateral will not be accepted under 
the Reserve system? 


The Chairman: Professor Willis, will you 
reply to the gentleman? 


Mr. Willis: In answer to that, I will call 
your attention to what I endeavored to 
point out about the undesirability of ‘strict- 
ly non-commercial institutions joining this 
system. Of course, if a concern has its as- 
sets in such form that it cannot get re-dis- 
count, there is little object, I should ‘say 
personally, in its joining the system. To do 
so would merely have a sentimental value; 
but practically, of course, it would not be 
of much aid, except perhaps on occasions 
of panic or some special difficulty when it 
might have a little more direct and imme- 
diate opportunity to get assistance from the 
Federal Reserve banks than it otherwise 
would be. Of course, ordinarily, this sys- 
tem, if -it succeeds at all, is not to be a 
stormy weather system, but it is to work 
right along successfully. If not, it is of 
no particular benefit. An institution that is 
not abnormally supplied with assets that en- 
able it to do business with the system right 
along on a reasonable basis, I don’t think 
has very much to gain in joining. 


Does that answer the question? I did not 
quite hear all your question. 
The Chairman: I think it does. I think, 


Professor Willis, I voice the views of all 
of the members of the Savings Bank and 
Trust Section when I tender you our hearty 
thanks for your able and interesting paper. 





Mr. Willis: Thank you. 


The Chairman: We invited and expected 
to have Governor Hamlin, of the Federal 
Reserve Board, ‘but who unfortunately 
found that he was unable to reach Richmond 
before tomorrow. However, I will be glad 
to have Governor Hamlin know that our 
grief is lessened by the presence of Prof. 
Willis. 

We are also greatly disappointed at the 
inability of George M. Reynolds, president 
of the Continental & Commercial National 
Bank of Chicago, to be here. Some weeks 
ago he had accepted an invitation, his paper 
was prepared, and he expected to be in at- 
tendance. Matters relating to the organiz- 
ation of the regional bank in Chicago un- 
expectedly came up and made impossible his 
being here. I am permitted to read a let- 
ter from him briefly giving his views and 
attitude with regard to the question under 
discussion, which is in reply to a letter from 
me under date of September 21. 


Letter from George M. Reynolds, President 
of the Continental & Commercial 
National Bank of Chicago 

Chicago, September 23, 1914. 
My Dear Mr. Goff: 

I have your favor of the 21st instant and 
have read the contents of same with much 
interest and pleasure. 

I fully appreciate with you that it is our 
duty to do all we can to create a condition 
which will justify the State banks in be- 
coming members of the Federal Reserve 
Association. We can never have a satis- 
factory condition in banking in this country 
until this has been accomplished. 

On the other hand, the enforced entrance 
to this system of the National banks by the 
Government, thereby putting at the risk of 
the success of the system over ten billions 
of dollars of the banking power of this 
country, is so great a change from the old- 
time conditions, I am rather inclined to feel 
that great care and careful deliberation 


‘ 


‘should be given to the subject before State 


banks generally undertake to enter the sys- 
tem. 

While we all hope and believe that the 
system can, through some modifications, 
be made to be fairly successful, still 
until it has been tried, the whole 
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matter will necessarily be an experiment, 
and I cannot help feeling that it would 
be wiser for the State banks, representing 
over $15,000,000,000, or 60 per cent. of the 
banking power of the country, to defer join- 
ing the system for a little bit, in the hope 
that they may later on go into something 
that has been tried and proven to be suc- 
cessful, rather than to go in entirely upon 
confidence' and hope for the system’s future 
success. 

Whatever my feelings are with reference 
to State banks going into the system, I 
want it distinctly understood that I am 
friendly to the system as it has been pro- 
vided for by the law, and shall do every- 
thing I can to make it a success, and in any 
utterance that I make upon the subject I 
shall make it clear that I am doing so as a 
friend of and not as an enemy of the system. 

I believe the plan which you have out- 
lined will, if you can get the parties named 
in your letter to respond; do much gooid, 
and if it could be brought about that such 
a committee as you have suggested would 
be given an opportunity to confer with the 
Federal Reserve Board, I have no doubt 
such modifications and changes in the law 
could be secured as would make the sys- 
tem satisfactory to the State bankers, gen- 
erally. 

With kindest regards and best wishes, I 
remain, 


Yours very sincerely, 
G. M. Reyno.ps. 


The Chairman: I also regret to say that 
Mr. A. Barton Hepburn, chairman of the 
Board of Directors of the Chase Natioral 
Bank of New York, owing to a wedding in 
his family, finds it impossible to be present. 
I beg to read a letter from him under date 
of October 9, voicing his views with regard 
to the matter on our program. 


Letter from A. Barton Hepburn, Chairman 
of the Board Chase National Bank 
of New York 


New York, Oct. 9, 1914. 
F.-H. Goff, Esq., President, 
Trust Company Section, A. B. A., 
Hotel Jefferson, Richmond, Va. 
My dear Mr. President: 

The Federal Reserve bank law was duly 
passed and in the course of events will be 
be put into practical operation in the near 
future. 

I believe the law, in the main, to be a 
good one, and based upon underlying prin- 
ciples which will work out a better banking, 
financial and credit system for the country. 
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It is our duty as bankers and as patrioue 
citizens to give to the law loyal support, 
in order to enable the same to accomplish 
the greatest good possible. Its efficiency 
will depend largely upon the banking power 
back of the managers of the central reserve 
board and the various local branches. It is, 
therefore, eminently desirable that all, or 
as many of our banking institutions as pos- 
sible, become members of the same, and give 
it their practical support. 

The law involves many and_ radical 
changes from the present methods of credit 
procedure. Jt will necessarily take some 
little time for the managers to inaugurate 
this new system and bring it to a state of 
efficiency. The system will start with sub- 
stantially all the National banks of the coun- 
try. It may be helpful rather than other- 
wise, if trust companies and State banks 
refrain from joining at the outset, and give 
the managers a little time to get the new 
system in good working order. The mech- 
anism once established, the joining of ad- 
ditional or new banks may be very easily 
effected. The test of the law in practical 
operation may show defects which can and 
should be removed by legislation. I have 
no doubt that Congress will readily respond 
to any reasonable demands for legislation 
of this character. Of course, the law will 
be subjected to the closest scrutiny by busi- 
ness men, publicists and economists as well 
as bankers, and any wholesome legislation 
required will doubtless have back of it a 
consensus of opinion demanding its adoption. 

I hope that in the near future banking in- 
stitutions generally may become members, in 
order that the system may represent the 
concentrated banking power of the country. 
This is desirable, so that the Federal Re- 
serve system may be thereby strengthened 
in its power to serve the public interest. 

For the above reasons, I assume that it 
will be agreeable to the central reserve 
board if State banks and trust companies 
refrain for a little time from joining the sys- 
tem. It is, however, a live question to be 
kept before all such institutions and before 
the public, a question for careful delibera- 
tion, and as soon as may be, I trust for 
favorable affirmative action. 

Very truly yours, 
A. Barton HeEpsurn. 
Chairman of the Board. 


The Chairman: Yqu will remember that 
Mr. Hepburn was chdirman of the Currency 
Commission of the American Bankers’ As- 
sociation, and that he has been conspicuous 
in the discussion on the subject. (Applause). 

T will now read a letter from Mr. A. J. 
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Hemphill, president of the Guaranty Trust 
Co. of New York City. 


Letter from A. J. Hemphill, President of 
the wey Trust Company of 
ew York 


New York, Oct. 5, 1914. 
Dear Mr. Babcock: — 

I have been hoping that I could arrange 
my affairs so as to attend the meeting of 
the American Bankers’ Association at Rich- 
mond, Va., on October 13, I find, however, 
that it will be impossible for me to be ab- 
sent from New York at that time. I greatly 
regret my inability to attend. 

I should especially like to be present at 
this meeting so that I might have an oppor- 
tunity to express my approval of the Fed- 
eral Reserve Act and the beneficial results 
which I am sure will follow upon the in- 
auguration of the system. 

In this connection, I desire to say that I 
feel certain that the trust companies will 
co-operate with the various Regional Banks 
so as to make the whole system a complete 
success and in this way serve the best in- 
terests of the people at large. The broad 
law recently adopted by the State of New 
York will, in my opinion, prevent the trust 
companies organized under the laws of that 
State becoming members of the Federal Re- 
serve System until the Federal Reserve Act 
is amended along similar liberal lines. I an- 
ticipate as the operation of the system in- 
dicates the necessary amendations that these 
will be enacted. 

Very truly yours, 
A. J. Hemprm. 
P. S. Babcock, Esq., Secretary, 
American Bankers’ Association, 
New York, N. Y. 


Letter from E. D. Hulbert, Vice-President of 


Merchants Loan & Trust Company 


I will now read a letter 
from E. D. Hulbert, vice-president of the 
Merchants Loan & Trust Company of Chi- 
cago, IIl. x 

MercHants Loan AND Trust CoMPANY 

Chicago, Ill., Oct. 10, 1914. 

Mr. F. H. Goff, President, 

Trust Co. Section, Amer. Bankers’ Ass’n., 

clo Jefferson Hotel, Richmond, Va. 

My dear Mr. Goff: 

Your telegram of this daté has been re- 
ceived. 

The attitude of the State banks to the new 
Federal Reserve system is manifestly one 
of “Watchful Waiting” and I do not see how 
anyone can criticize them for that attitude. 
Whike the framers of the Act desired to give 
the State banks an opportunity to come into 
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the new system without sacrificing their 
rights under their State chartefs, they ap- 
parently gave the Federal Reserve Board 
power to restrict the business of State banks 
entering the system in any way which in 
its judgment might seem proper or neces- 
sary. 

There is no reason to suppose that the 
Federal Reserve Board has any desire to 
interfere materially with the functions now 
exercised by State banks, but, so far as I 
know, the Board has not yet agreed on its 
policy in this respect. 

I believe when the Federal Reserve Board 
does take this matter up, it- will recognize 
the fact that the State banks of this country 
are performing a service to ‘the communi- 
ties in which they are located, which is im- 
portant and necessary to the growth and 
welfare of the country, and which service 
cannot be performed if any attempt is made 
to make hard and fast rules for the conduct 
of their business, which shall be uniform 
throughout the United States. In order to 
make rules for the conduct of National 
banks uniform the business of those banks 
had to be restricted within such narrow 
limits that they have been able to give the 
communities in which they are operating 
only a comparatively small part of the neces- 
sary banking facilities. For this reason it 
has become a common practice of National 
banks of late years to affiliate themselves 
with State institutions, in order to give their 
_clients complete service. 

I cannot believe that the Federal Reserve 
Board will fail to recognize these facts. 

The question most often asked is: “What 
will be the attitude of the Federal Reserve 
Board regarding loans on real estate?” So 
far as I know all State banks have the 
power to loan money on real estate and 
they would probably look with disfavor upon 
any attempt to restrict their operations in 
this field. It is a fact, however, that, on 
the whole, this privilege is used very mod- 
erately by the State banks. Nearly all the 
banks operating under the great banking 
systems of. Europe have the power to loan 
money on real estate. As a matter of prac- 
tice, they exercise the power in a very 
limited way and no harm comes from it. 

In my judgment, the limitations’ on State 
banks, imposed by the Act itself, are about 
all that ought to be imposed upon State 
banks entering the system, that is—banks 
entering the system should be required to 
comply with the same reserve and capital 
requirements, submit to the same examina- 
tions as National banks, and should also 
be required to conform to the provisions of 
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law imposed on the National banks respect- 
ing the limitation of liability which may be 
incurred by any person, firm or corporation, 
the prohibition against making purchase of 
or loans on their own. stock and the with- 
drawal or impairment of capital or the pay- 
ment of unearned dividends. 

Also, State banks going into the system 
and their officers and employees should be 
subject to the penalties of the National 
Bank Act, and they should be required to 
make reports of conditions and of the pay- 
ment of dividends to the Comptroller. 
Aside from this I can see no reason why 
they should be hampered in the conduct of 
their business, except in the way of such 
regulations as any good system would im- 
pose for the proper conduct of the business. 
Obviously, the taking out of National .char- 
ters under the new Act is entirely imprac- 
ticable so far as trust companies are con- 
cerned. 

All Federal banking legislation in the 
past, designated to protect depositors and 
facilitate business, has broken down under 
pressure, largely because State banks have 
not been included in its operation. Inas- 
much as State banks represent a great deal 
more than half of the banking power of the 
country, it is obvious that no remedial 
legislation can be ultimately successful that 
does not include them. When the Monetary 
Commission first promulgated its plan for 
banking reform, it excluded State banks. 
The Commission ‘became convinced, how- 
ever, early in the debate that the plan would 
be a failure if State ‘banks were not included 
or if any attempt was made to force them to 
do business on National lines. This recog- 
nition of the real position of State banks in 
our financial system was, in my judgment, 
the greatest step in banking reform which 
has been taken in fifty years. I hope and 
believe that the Federal Reserve Board will 
recognize the importance and necessity of 
getting the State banks into the new sys- 
tem and will, at an early date, define its at- 
titude to the State banks in such a way that 
those doing a commercial business will be 
glad to join, thus giving the country an ideal 
system which can only be brought about in 
one way—namely, by State control of the 
kind of business which shall be conducted, 
supplemented by Government supervision 
and control in its operations. 

Sincerely yours, 
E. D. Hutserr. 


Letter from F. H. Fries, President Wachovia 
Bank and Trust Company, Winston- 
Salem, N. C. 


The Chairman: Now, one more letter. 


This is from Col. F. H. Fries, president of 

the Wachovia Bank & Trust Company, of 

Winston-Salem, North Carolina. 
Winston-Salem, N. C., Oct. 19, 1914. 

Mr. F. H. Goff, Jefferson Hotel, 
Richmond, Va. 

Dear Mr. Goff: 

In reply to your telegram and the request 
for my views in regard to the Federal Re- 
serve Association, beg leave to say that I 
haven’t the time at my disposal to prepare 
a paper of any material value or worthy 
of presentation at the meeting. In fact the 
matter has been one of inquiry and concern 
on our part ever since the bill passed. Per- 
sonally, I have thought, and have been pre- 
pared to favorably consider joining the As- 
sociation for two particular reasons. First, 
because I thought that we were now nearing 
a National System based upon proper prin- 
ciples that should include all banks and finan- 
cial institutions, that would grow in strength 
with the great country that the Association 
will be called upon to serve. I am quite 
sure that this will be so under the guid- 
ance of a wise and liberal board, such as 
seems to have been selected. The other 
consideration ,is especially applicable to a 
bank of deposit, which we are to a certain 
extent. There are advantages accruing to 
membership in the matter of discount and 
emergency currency that is a direct and 
positive advantage at times, and a sentimen- 
tal attendant advantage that seems to add 
strength because direct and immediate re- 
lief lies closer to those institutions than 
those that do now. The trust companies do- 
ing only a fiduciary business will find little 
advantage in joining. I think, therefore, 
that it will have a tendency to differentiate 
if not ultimately separate trust companies ac- 
cording to the character of the business that 
occupies their funds and attention. The 
Clearing House feature might also be of 
some value to us. Of course the disad- 
vantages of the -arbitrary rulings by the 
board without a fore knowledge of how our 
‘business is conducted, or the relation that 
might exist between the various depart- 
ments might be annoying to say thé least, 
particularly as I believe they will tend to 
inaugurate a system and introduce a rigid 
enforcement of the rules that -will tend to 
standardize all in the Reserve System, which 
might, and doubtless would, apply more 
closely to other sections of the country than 
our own, where liberal ideas and practices 
prevail. For these reasons it has been a 
debatable question, and our Executive Offi- 
cers are not as fully convinced as to the 
advantages as I am, and we have simply done 
what most institutions have done, deferred 
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our action until the Board has organized 
and until its rulings are promulgated and we 
could see something of its practical working. 

TI am giving you this for what it is worth 
and presume you can see how my mind is 
running on the subject. I would like very 
much to hear the discussion, which I know 
will be of vital interest to all present and 
shall read the account of the proceedings 
very attentively. I hope, however, to have 
the privilege of discussing it with you after- 
ward in my own home and shall look for- 
ward to it with the greatest pleasure. Please 
do not disappoint me. 

Very cordially yours, 
F. H. Fries, President. 


The Chairman: Gentlemen, we are 
honored by having the president of the 
parent association, the American Bankers’ 
Association, Mr. Reynolds, here. With your 
permission, I would like to havé you listen 
to his address. (Applause.) 


Address of Arthur M. Reynolds, President 
American Bankers’ Association 


Mr. Reynolds: Gentlemen of the Con- 
vention: I appreciate very much the honor 
of being called upon at this time. I did not 
enter the ‘hall with any thought that | 
would be called upon to address you and 
have not any particular message to convey 
at this time. I have been very much in- 
terested in the discussion that has taken 
place here, particularly the paper prepared 
by Mr. Willis, a very learned gentleman, 
who has had a great deal to do with the 
preparation of the present law, and also pur- 
ticularly in the statements that were. made 
by Mr. Hulbert, who is recognized as a 
very prominent banking man in the country, 
representing particularly the views of you 
gentlemen who are interested in these two 
sections. We all recognize—I might say, 
however, that the President of the Ameri- 
can Bankers’ Association, through his office, 
is brought before the membership in a great 
many different ways, both in the convention 
and as chairman of the various committees, 
and modesty would prevent my occupying 
any particular amount of -your time on this 
occasion. I beg, however, to say that "I 
think the bankers of the country feel that 
the Federal Reserve Board that has been 
appointed’ is composed of gentlemen of a 
high order, who instill confidence in the new 
system: Very much undoubtedly will de- 
pend upon the administration of the new 
system. The National banks have already 
indicated their desire to co-operate to the 
fullest extent, and, of: course, we all realize 
that if this system is‘to bring about the 
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benefits which are expected, that it is de- 
sirable to have the co-operation of the en- 
tire ‘banking fraternity of the country, par- 
ticularly the State—those State institutions 
—and we feel that if this system fails to 
accomplish the co-ordination of the banking 
system—of.the different system of banks 
throughout the country—that it will not 
have accomplished what has been expected 
of it; and it is to be hoped that there will 
be such reasonable regulations provided as 
will enable the State institutions to come in 
under the law and thereby.unify the entire 
banking business of the country. 

I anticipate that, perhaps, the administra- 
tion of the law as having a great deal to do 
with the question of State banks coming 
into the system at this time: we are all at 
this time having some practical illustrations 
of the administration of some of our laws 
by officials that is giving the banks of the 
country a very great deal of concern, and I 
anticipate that they will await action until 
it can be determined what the regulations 
are going to be in regard to the new sys- 
tem. 

I feel that the bankers of the country are 
to be congratulated that we have, after many 
years of discussion; secured a new law. It is 
not all that the bankers expected or believed 
that they should have had, and yet they feel 
that it is probably as good a law as could 
be accomplished under present day condi- 
tions; and I believe that the banking fra- 
ternity generally are very well satisfied with 
the present law, and I anticipate that, as 
we go along, we will find that the system 
will work out to the very great benefit of 
the country. 

There is one important feature of the sys- 
tem that has impressed me as being probably 
one to which too great attention has been 
given, particularly that of providing for re- 
discounts. Every line of the new bill and 
every defense: made of the measure has been 
one inviting re-discounts. I believe that the 
new system should be such a one as would 
encourage reasonable re-discount by banks 
in time of need, but I think it would be a 
very great mistake if we develop a system 
here particularly with that one feature, to 
encourage banks to always re-discount free- 
ly and for profit. 

My judgment is that it was a very wise 
provision providing that the new system 
should return a small percentage of income 
to banks, because I do not believe that the 
question of profit to the banks is a vital 
one to the system; nor do I believe that banks 
should be able to’ re-discount with those 
banks, with those Federal Reserve banks, 
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to great profit to themselves, because it 
would encourage continual re-discounting 
which would absorb the great reserve fund 
which has been deposited for benefit in 
time of need, and when the actual hour 
came for use of the fund it would be found 
that the fund was not there to be had. 

We find that in a foreign system, particu- 
larly with the Bank of England, they do not 
re-discount practically at all for ‘banks. 
The opportunity is given to re-discount. It 
is provided that banks may re-discount, and 
yet a bank in England which would re-dis- 
count with the central bank, as has been 
stated by one of the eminent managers of 
one of the foreign banks before the Mone- 
tary Commission, his bank would be re- 
garded with suspicion if they did re-discount 
because the banks are expected to keep 
themselves in condition to take care of their 
own affairs all the time by carrying such 
liquid assets as would take care of their 
immediate and unusual requirements; so 
that in England they have developed there 
a great system providing a reserve which 
is at all times an object lesson to the world 
that they are prepared to meet every obli- 
gation, and with ample means provided 
whereby in an extreme emergency, they can 
re-discount; and yet, they very seldom, if 
ever, re-discount with that bank. 

In Germany and in France, if I remember 
right, about 70 per cent. of the loans. at the 
time that the Monetary Commission made 
its investigation in Europe, were made by 
the Bank of France to member banks and, 
if I remember, the German Bank, the 
Deutsche Bank, had about $140,000,000 of 
loans and about $250,000,000 re-discount to 
banks; so that in those two countries, in op- 
position to the plan in England, those two 
countries do re-discount rather plentifully 
and at all times take care of the reasonable 
requirements of their banks; but they are 
careful to have in their vaults at all times 
a large amount of foreign bills which they 
can liquidate to meet every requirement. 

There is another feature in connection with 
the toreign system which must be borne in 
mind, namely, that the English Bank rate, 
the French Bank rate and the German Bank 
rate, are ‘always slightly in advance of the 
commercial loan rate of those countries. I 
do not mean by that the rate in the small 
country towns; a rate established for what 
would be known here as commercial paper, 
is always slightly in advance, so that the 
bank which re-discounts with those banks 
does so by sacrificing some of their own 
profit in order to take care of the immediate 
situation, but the great saving clause in that 


operation is, that it keeps the banks at all 
times in a position to meet any reasonable 
requirement because banks do not re-dis- 
count, whether they are compelled to do so 
either without profit or loss, except on very 
rare occasions; and consequently, this great 
gold reserve is kept in constant use as an 
object lesson to the. world, and also as an 
opportunity to enable the banks to take 
care of themselves under these conditions. 
So that I say, if any of your gentlemen, hav- 
ing thought while all this discussion has 
been going on for years that the real ob- 
ject of this law after all was to enable 
banks. to come into the system through 
which they could re-discount at great profit 
and expand their loans and thereby expand 
the business of the country, and thereby as 
many of our legislators hoped and believed, 
that it will »educe the rates of interest, I 
think you saould disabuse your minds at 
once of that idea, because if this system is 
carried along on that line you may be sure 
it will never meet with the success which 
is hoped for it. 

Now, gentlemen, I have not undertaken 
to discuss this question at this time; I did 
not come here for that purpose. I have 
some ideas to express in what I may say to 
you tomorrow. 

I thank you at this time. 


The Chairman: Gentlemen, the fun is all 
to come. Mr. Sartori and myself beg to sug- 
gest the following rules to govern a free- 
handed discussion, the time of each speaker 
to be limited to three minutes. Under no 
circumstances, even with the consent of the 
convention, is the time to be extended or to 
occupy a further period of three minutes. 
There are ten or a dozen gentlemen who 
have given some study to this question, and 
it is our desire to call upon them for brief 
utterances. Following that, remarks will 
be in order. 


(Applause.) 


(The Chairman then made a number of 
announcements regarding subsequent Sec- 
tion meetings and speakers.) 


The Chairman: I now ask, gentlemen, to 
introduce to you another guest who has 
honored: us by his presence. The Hon. 
Richard L. Austin, Governor of the Third 
District Regional bank, Philadelphia Dis- 
trict. 


Mr. Austin: Gentlemen, when I came on 
this platform, I was told I was not to be 
presented to the convention, and the Judge 
has made a mistake in presenting me as Gover- 
nor of the Federal Reserve Bank of Phila- 
delphia. I have had the honor of being ap- 
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pointed chairman of the board of directors, 
and, of course, Federal Rreserve agent. I 
do not think it is hardly fair to me or your- 
selves to introduce me into these proceed- 
ings. I am frank to say that I came down 
here to learn something. I am here, as I 
say, in the capacity of an operating official 
and I am looking for information, and I find 
it is pretty hard to get. Washington is do- 
ing a great deal of work in making investi- 
gations and preparing system accounts to 
determine just what functions the Reserve 
banks shall perform when they are opened, 
but they have not come to any positive con- 
clusions as yet, but when they do, I think 
we shall be satisfied with what they have 
provided for. I think we are fortunate in 
having read to us today the very thoughtful 
paper by Mr. Willis. If we give’ careful 
consideration to what he has said, we will 
get a good idea of the system and will 
arrive at the proper conclusion as to our 
duty to it. He stated about the relation of 
the trust companies and State banks. I 
have not thought very much about it, but 
it seems to me that the time may come when 
the facilities that the Federal Reserve banks 
offer for re-discount and for the collection 
of checks will be considered a valuable as- 
set, and the public may prefer to do busi- 
ness with institutions which are members 
of the Federal Reserve system, and which 
have access to those facilities. I do not 
think the Federal Reserve is starting out as 
a competitor with the State banks or the 
trust companies. I think I am safe in say- 
ing that it was not started primarily as a 
profit-making enterprise. We hope to re- 
ceive the ardent support of the bank officers 
in the State in the introduction of the sys- 
tem and help along our efforts to make it a 
success. (Applause.) 


I am now going to call 
on a member, a well known member of 
the banking fraternity, Mr. Sol. Wexler, 
president of the Whitney-Central National 
Bank of New Orleans, La. 


Mr. Wexler: I was just about to leave 
the room, fearing I might be called on to 
say something on this subject, and it is with 
a great deal of diffidence that I respond to 
the call of your chairman, and it is very diffi- 
cult to make an expression on this subject 
without going into some of the criticisms 
and the defects under which we shall labor 
under the new Act, until it has probably 
been amended by Congress. However, as 
the time devoted is only three minutes, I 
shall endeavor to stick very closely to that 
part of the subject which is uppermost in 
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your minds at this time, and that is of the 
State banks joining the system. 

It is my opinion that, in order to make it 
advisable for State banks to join, certain 
very important amendments to the present 
Aet will have to be put in force, and I be- 
lieve that a commission or committee should 
be appointed by the American Bankers’ As- 
sociation at this meeting, composed of five 
members representing the trust companies, 
five members representing the National 
banks, and five members representing the 
State banks, who might confer with the au- 
thorities at Washington with regard to 
amendments that should be made to the Act 
in order to make it workable for State in- 
stitutions.. I believe it is necessary that 
every banker who works daily in his own 
institution and who knows. the necessities 
of his case ought to be conferred with con- 
cerning these necessities. I believe it is 
practically impossible for authorities ap- 
pointed for one reason or another to the 
offices which they hold, many of them very 
able men undoubtedly, to thoroughly under- 
stand the intricacies of the various p-ob- 
lems with which bankers have to contend, 
and therefore I believe a commission of this 
kind will not only be a very great advantage 
to the bankers of the United States, but 
also to those authorities who are charged 
with the duties of making our laws. 

It was undoubtedly the dream and hope 
of every patriotic and altruistic banker dur- 
ing the many years of discussion of cur- 
rency and banking reform that we would 
one day have a centralized reserve; one day 
a law under which all the banks of all char- 
acters in the United States could come in 
under; one day a system under which the 
present method of extending open credit 
would be substituted for acceptances such 
as is carried on in Europe. These were the 
three things we had all hoped for. This Act 
probably is the best that could have been 
hoped for at this time, perhaps that is the 
case. I am not prepared to make that state- 
ment positively. However, we have this 
Act and I believe it will be a long step in 
the direction of reform under the many 
abuses we have worked, but I believe the 
American people can be relied upon to so 
amend it from time to time as to make it 
us ‘ful in the up-building of our country and 
in the establishment of one complete unit 
system of banks; and I further hope that 
the day may come when the reserves of 
the whole country will be centralized in one 
institution instead of twelve. I thank you, 
gentlemen. (Applause.) 


The Chairman: I now take pleasure in 
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introducing Mr. John W. Platten, president 
of the United States Mortgage & Trust Com- 
pany. 


Mr. John W. Platten: Mr. Chairman and 
gentlemen, I do not know that I can add 
anything of importance to what has already 
been said on the question of this Act as it 
affects various State institutions. I do 
know that there is a certain obligation, I 
think, resting upon State institutions to give 
this matter very serious consideration, so 
far as trust companies are concerned. I beg 
to state that our company recently has com- 
piled statistics of trust companies in the 
United. States in the preparation of their 
thirteenth edition, and these figures are as 
of June 30, 1914. It indicates that the total 
resources of trust companies of the United 
States and the companies from which we 
have reports, totals nearly $6,000,000,000. 
That is $450,000,000 greater than in 1913, 
and a little over 50 per cent. of the total re- 
sources of the National banks of the coun- 
try, as reported to the Comptroller on June 
30, 1913. Therefore, I think the position of 
trust companies as a unit in the financial 
system of the country is a very important 
one and must be reckoned with. I have 
heard it said that trust companies as a whole 
ultimately would be forced to join the sys- 
tem. I do not believe that -such action is 
contemplated. Undoubtedly the Federal 
Reserve Board, even after completion of 
the organization of the system, will think 
that remedial legislation will be necessary. 
I only have to suggest as a means to that 
end that possibly for the consideration of 
the Act, that out of each Section a com- 
mission or committee be appointed and out 
of that those three committees, if there are 
three, a sub-committee be appointed to re- 
port and keep in continual conference with 
the Federal Reserve Board, to the end that 
this remedial legislation is adopted, or for 
Congress to take such action as may be 
necessary; that. such action be taken with 
respect to trust companies and State banks 
and savings banks. I have no doubt if that 
commission approached the Federal Reserve 


Board in proper spirit that great good could 
be accomplished. 


The Chairman: I now introduce Mr. 
Oliver C. Fuller, president of the Wisconsin 
Trust Company, Milwaukee, Wis. 


Mr. Oliver C. Fuller: Mr. Chairman, I 
think at this time anything I can say would 
not throw any light on this situation beyond 
that which has been given us so clearly by 
Mr. Willis, and a personal opinion of the 
Act by our president of the Association, Mr. 


Reynolds, except to say that I was very 
much interested in noting the divergence of 
Opinion between those two gentlemen as to 
what was the purpose and what would be 
the working out of this Act, one of them 
expressing the opinion that banks which do 
not expect to take a very active part in re- 
discounting and doing business with it would 
almost incite him to express the opinion 
would not be desired as a member, where- 
as Mr. Reynolds thinks re-discounting would 
be a small part. Therefore, there is such 
divergence of opinion as to how the system 
would work out that I hesitate following 
those who have given it so very much 
thought and have had so much to do with 
framing it, in expressing an opinion as to 
the present or future. I do desire to say 
that I approve of the suggestion made by 
Mr. Wexler, of New Orleans, and by Mr. 
Platten, of the appointment of committees 
representing various branches of banking, 
represented in this Association, who might 
consider carefully, and perhaps influence 
somewhat the method of the rules and regu- 
lations under which the State institutions 
may enter the system and profit thereby and 
benefit thereby. That is all I have to say. 
(Applause.) 


The Chairman: Mr. Wexler, do you of- 
fer as a motion the appointment of a com- 
mittee? 

Mr. Wexler: Yes, I do, as a committee 
of fifteen, to be composed of five represent- 
ing the National banks, five representing 
the trust companies and five representing 
the savings banks. I have included Nation- 
al banks for the reason that in the sugges- 
tions of any legislation, it is necessary that 
they should not conflict with the interest of Na- 
tional banks; otherwise, opposition would be 
created on the part of National banks. In 
other words, there must be complete har- 
mony in whatever legislation or amend- 
ments to this Act may be suggested. 
Therefore, I think it advisable to have all 
the branches of banking represented on the 
commission, and I offer that amendment. 


The Chairman: And if you please, what 
suggestion have you as to how the commit- 
tees should be appointed by the different 
Sections? 

Mr. Wexler: Yes, except there is no Na- 
tional bank Section. The National banks 
may be appointed by the president of the 
Association, and those representing the 


trust companies and savings banks, by the 
various Sections—by the two Sections, the 
Trust Company and the Savings Bank. 

Don’t you think Mr. Wex- 


Mr. Platten: 


ee 
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ler, it would be much better for the various 

ections to agree upon remedial legislation 
or the amendment to the Act and thereafter 
confer with the National banks? Is it not 
true that the Federal Reserve Board is al- 
ready well acquainted with the features as 
far as National banks are concerned? 
Therefore, it seems to me that a committee 
or commission from each Section would be 
in a position to signify their conclusions 
reached before they conferred with the Fed- 
eral Board. 


The Chairman: Your suggestion is that 
a committee of five from the trust companies 
and a committee of five from the savings banks 
be appointed to confer with the Federal 


Board, and I suppose with committees of 
Congress? 


Mr. Vest, of Virginia: Would it not be 
more effective and would it not come with 
better force from the General Convention 


_ of the American Bankers’ Association? It 


am thoroughly in sympathy with the ap- 
pointment of this committee, but I think 
action could be deferred until tomorrow and 
this motion then be made before the Gen- 
eral Convention rather than just before one 
of the Sections; and I offer that as a sug- 
gestion, that we postpone this appointment 
of a committee. 


The Chairman: I might say that this is 
is the last opportunity after concluding with 
the Savings Bank and Trust Company Sec- 


tions. Their meetings are to conclude to- 
day. 
Mr. Wexler: I am of the opinion that 


the influence of such a committee would be 
considerably greater if it came from the 
whole Association than to have it come from 
one or two Sections; and talking on the 
point made by Mr. Platten, his remark would 
rather indicate that the Act requires amend- 
ment in so far as National banks are con- 
cerned. I do not concur in that view. 
Therefore, as we do not want two commit- 
tees or commissions, one on National banks 
and the other on trust companies and sav- 
ing banks, and as the interests of trust com- 
panies and of National banks are not 
diametrigally opposed, from my standpoint, 
I think it would be desirable if the commit- 
tee were composed of three classes of banks; 
I think it would have greater weight; I 


think the amendments, perhaps, would 
meet with uniform satisfaction; I think 
it would lead to less discussion after- 


ward, and possibly to less. opposition. It 
is. much better to meet upon a common 
ground at this time rather than to oppose 
anything that may be suggested by the Trust 


Company Section and the Savings Bank 
Section. In other words, uniformity is 
what we want in order to accomplish legis- 
lation, and it is my opinion that the per- 
sonnel of the committee should be as I have 
originally indicated. 


The Chairman: As we have no second to 
your motion, do you desire to frame your 
motion, that the committee be appointed by 
the General Association? 


Mr. Wexler: My motion would be that a 
committee of fifteen be appointed by the Gen- 
eral Association and that that committee be 
composed of five representing the National 
banks, five representing the trust companies 
and five representing the savings banks. 


The Chairman: And that the adoption of 
the motion which you make be an expres- 
sion of our desire to the General Associa- 
tion that such action be taken? 

Mr. Wexler: Yes, sir. 


Mr. Vest: _Do you distinguish between 
commercial State banks? It seems to me 
that the commercial State banks are more 
interested than any other branch of the 
banking business. 

Mr. Wexler: The commercial State bank 
should be represented undoubtedly, and you 
might make it four classes then. 

The Chairman: 
Mr. Wexler. 


Mr. Wexler: Yes; but you could reduce 
it to three—make it a committee of three 
each, and that would make it twelve. 


Mr. Platten: I would like to correct Mr. 
Wexler’s idea as to what I stated, that any 
legislation was necessary on the part of Na- 
tional banks. I think the Federal Reserve 
would appreciate that temedial legislation 
is necessary, even though they did not join, 
but I can see no particular objection: 

The Chairman: Do you second Mr. Wex- 
ler’s motion? 


Mr. Platten: Yes. 


The Chairman: Each representing ~ the 
four classes, trust companies, savings banks, 
State and National. 


Mr. A. A. Jackson, vice-president Girard 
Trust Company of Philadelphia: Would it not. 
he better for this Trust Company Section to 
appoint, or for the chair to appoint, its own 
representatives and then go to the general 
convention with a statement that it was ap- 
pojnted, rather than have the benefit of the 
trust companies motion made by the gen- 
eral convention at which mecting there may 
not be as many as are here now. Jt amounts 
to the same thing, to me. 


Pretty large committee, 
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Mr. Wexler: I think your views can be 
met by coupling with your recommendation 
the names of the three from the Trust 
Company Section and: three from the Sav- 
ings Bank Section, by coupling with the 
recommendation those names, and it would 
then be left with the general body to select 
representatives of States who have no or- 
ganization and of National banks. 


The Chairman: The question is this: 
that the recommendation go to the general 
convention at its meeting, perhaps, tomor- 
row, that a committee of three from the 
Trust Company Section be nominated and 
named ‘by the Section at its meeting this 
afternoon; that a committee of three from 
the Savings Bank Section to be similarly 
named by that body at its meeting this af- 
ternoon, to serve the three members to be 
appointed by the general convention in ‘the 
manner designated by it, representing the 
State institutions, and three representatives 
of the National banks to be similarly ap- 
pointed. 


Mr. Vest: It seems to me that we are 
anticipating the fact that the general con- 
vention tomorrow is going to appoint this 
committee. All we can do is to recommend 
that this committee be appointed and if 
it is, it can mame certain men_ that 
can be recommended for this committee. 
I think you ought. to be careful not to com- 
mit the general Association so that they 
must appoint this committee, and thereby 
lose the force that the Section of the gen- 
eral convention would have. My idea is to 
avoid the fact that a Section has acted on 
this important matter. 


The Chairman: Are you ready for the 
question? 


Mr. Elmer E. Foye, vice-president Old 
Colony Trust Company of Boston: I would 
like to understand just what the duties are 
to be of these representatives? 


Mr. Wexler: My understanding of the 
duties of the committee is this: that we ‘all 
appreciate the desirability of having the trust 
companies and savings banks join the Fed- 
eral system. If we agree in that, then the 
duty of this committee or this commission 
is to recommend to the authorities at Wash- 
ington the adoption of certain amendments 
to it which will make it desirable for such 
institutions to join. 

The Chairman: Would you not go some- 
what further and give to them, at least 
clothe them with power, if the Federal Re- 
serve Board would permit of a conference 
on the subject of regulations and rules, by 
promulgating them. 


Mr. Wexler: And we might add to. that, 
to be adopted by this committee on review- 
ing the rules and regulations now under 
consideration by this Federal Reserve 
Board, in order to see to what extent those 
rules are favorable. 


The Chairman: Are you ready for the 
question? As many as are in favor, please 
signify by saying Aye; opposed, No. Mr. 
Sartori, will you be kind enough to see that 
a committee of three is appointed? 


Col. Frederick Farnsworth, general secre- 
tary American Bankers’ Association: I would 
like to call your attention to one “point 
which.does not seem to be generally under- 
stood, and that is, under the new Constitu- 
tion the appointment of committees must 
come under that head on the last day of the 
convention—it must come under the order 
of committees and committeemen. We 
would be very glad if that is submitted, to 
bring it up at the time. 


Mr. Jackson: Mr. Chairman, it seems to me 
now that having gone on record as approv- 
ing the appointment of this commission tc 
look into the regulations of the law and 
its provisions for trust companies and sav- 
ings banks, I am very fortunate in the fact 
that the company with which I am con- 
nected is purely in a class of those compa- 
nies which are advised to keep out, for the 
moment, not to join the Federal Reserve, 
because we do not do a commercial bank 
business: and that has been my idea for the 
moment, that it was not wise to step in; 
and I think it has given me much encourage- 
ment in that belief and to hear the very 
frank statement made by Mr. Willis, to have 
one member of the Government to tell us 
absolutely without:restriction what he thinks 
would be the disadvantages, perhaps, to go 
n the Reserve system: then to have an- 
other member of the Government as chair- 
man of the Board of Federal Reserve Banks 
say that Washington is not yet altogether 
prepared in its forms and mechanism for 
conducting this business, makes it to me 
the more patent that it is not right at 
present for a trust company not doing a 
commercial business at any rate, patriotic as 
it may be. (Applause.) 

The Chairman: We will now hear from 


‘Mr. W. E. Knox, comptroller Bowery Savings 


Bank of New York. 


Mr. Knox: Mr. Chairman and gentle- 
men, I won’t take more than three minutes; 
I hardly think I will take three minutes. As 
most of us belong to these institutions that 
Mr. Willis has ex-communicated from the 
Federal Reserve system, in his opinion, we 
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stand in that class apart that is able to judge 
serenely of the system without having any 
personal interest in it particularly. We are 
very fortunate in that respect. 1 do not en- 
tirely agree with him that we are so entirely 
disinterested as he appears to think, because 
in the trust companies and savings banks we 
have a large aggregation of the banking power 
of the United States, and no matter how the 
system works, whether it is a success or not a 
success, it is inconceivable that we cannot be 
and are not interested, if not directly, indirectly. 
Just at the present we are, in the East espe- 
cially and in the big cities more especially, we 
feel very strong, a good many of us, that if 
there were some way in which, in a period 
like this in the future, if it were necessary we 
could avail ourselves directly of the advantage 
of the_ Reserve system, it would be a 
mighty good thing. As it is now under the 
present law, a savings bank in the State of 
New York, or a mutual savings bank in any 
State, no matter how pressed, could get no 
help from the Federal Reserve system without 
going through another party, a member of the 
Federal Reserve. Our interests are certainly 
big enough, it seems to me, certainly our re- 
sponsibilities are big enough, to make it very 
well worth while, through such a committee 
as Mr. Wexler has suggested, to inquire into 
the merits of the case and see if there is not 
some. way in which we can come into direct 
affiliation with the ‘Reserve system and make 
use of it when the time comes. (Applause.) 


The Chairman: Mr. R. C. Stephenson, 
vice-president of the St. Joseph County Savings 
Bank, South Bend, Ind. 


Mr. Stephenson: Mr. President and gen- 
tlemen of the convention, in speaking of the 
Federal Reserve bill I must address my re- 
marks to the condition in which the bill is 
today, not what might happen to the bill if it 
is properly amended, but as it now is upon 
the statute books of the United States. 

As it is today, I think that the State banks, 
the trust companies and the savings thanks will 
be indirectly benefited by the bfll, without -hav- 
ing any of the burdens that are taken by the 
National banks in connection with the coming 
members of the Reserve bank. But I do heart- 
ily agree with the remarks that have been 
made by Mr. Wexler and others, that there 
should be amendments to the Federal Reserve 
bill that would enable the banks, the National 
banks, the trust companies, the State banks 
generally and the savings banks to be invited 
to come in. As the bill stands today it simply 
says to the National banks “You must come 
in or get in.” There was no invitation in the 
bill in any place for a State bank or a trust 


company to become members of the Federal 
Reserve banks. 

The only suggestion that I heard Mr. Willis 
make today—-and I must say that his explana- 
tion of the subject was certainly very explicit 
and frank—but the only explanation that he 
makes is in connection with where the State 
banks and trust companies affect the clearing 
of the domestic exchange. And it seems to me 
that it would-be a very easy matter for the 
trust companies and the savings banks and 
State banks to arrange for a satisfactory clear- 
ing of their domestic exchange without becom- 
ing members of the Federal bank as it is now 
constituted on the statute books. 

There is another matter that the State banks 
and trust companies have viewed with amaze- 
ment during the recent few weeks, 
and that is the strictures that have been made 
on the National banks by one of the officials in 
Washington in connection with the United 
States Government. I think that every 
officer of a trust company and a State bank 
and a savings bank has had cause to be thank- 
ful every time he has opened his bank during 
the past three weeks that he was not a mem- 
ber of the Federal Reserve banks so that he 
would be under that official. (Applause.) At- 
tacks have been made against National banks, 
the officers of National banks who are here, 
and I want them to know that all of the offi- 
cers of the trust companies, the State and sav- 
ings banks, extend to them their sympathy, 
(Applause) and we have felt very sorry for 
the position in which they have been placed. 
It seems to me that if there were any mem- 


bers of the National organization who had. 


done anything for which they should be 
called upon to make explanation, it should have 
been by a private communication instead of 
through the public prints. (Applause.) 

The Chairman: I call upon Mr. N. E. 
Hawley, treasurer of the Farmers and Me- 
chanics Savings Bank, of Minneapolis. 


Mr. Hawley: Mr. Chairman and gentle- 
men. I am one of those who are so dctached 
from any persoral interest in this discussion 
that I can speak with freedom. I must admit 
that heretofore I had felt a decided interest— 
in fact, I must admit that I still feel a decided 
interest in the legislation and in the operation 
of this Federal act. I believe, and have al- 
ways believed, that the banks of the country 
do a public service: that it is a profession. 
T believe that we all did it—I did not believe 
that only part of us did it, and I have had the 
opinion, I have still the expectation, that the 
time will come when the United States will 
recognize the fact that we all have service to 
perform and that we will all be included in 
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the assistance that is to be given to us and in 
the. aid of National administration. 

I think we should have confidence in the 
future. We should not be pessimistic. I be- 
lieve we should have faith in the administration 
of this bill, and the best way for us to give 
the best service, the best way for us to get 
the best out of it is to be in that mood that 
we can assist, in that mood in which we can 
be assisted. I have felt that there were three 
or four main reasons, why State banks, 
whether they be -commercial banks or trust 
companies, or savings banks, if they were per- 
mitted to join why they do not join. 
They have been suggested in one way or an- 
other this morning. It is proper that we should 
be pardoned and wait for the experience under 
this act. It is one good reason why we should. 
It is a great strain upon the banking system, 
upon the operation of financial matters that 
40% of all capital should be at once subjected 
to this. Isn’t it prudent that we should wait 
to see how it operates, and isn’t it proper that 
we should get from that experience wisdom by 
which we should go forward? I think it is a 
proper reason why we should.wait. It is also 
a perfectly proper reason for us to consider 
whether we can retain the advantages which we 
now have. It is certainly an important reason. 
The State institutions have many advantages. 
They serve their local communities, they serve 
many of them, their local communities in ways 
that National banks do not or cannot under 
the present Reserve act. If they cannot per- 
form their duties they ought to wait until the 
act is so framed that they can. 

I think there is another reason we should 
wait, and that is until we know whether this 
Federal Reserve Act will be subject to political 
control. The criticism has been made—it has 
not been made in hostility altogether, it has 
been made in friendliness, as to whether the 
operation of this Federal Reserve Act will be 
subject to political control. The present ad- 
ministration is going on record, it is making its 
record. We must look to that record. What 
else can we look to, if we decide what we 
shall do in coming under the adm‘nistration of 
this act? I, therefore, say that we are to 
ask them, in view of their friendliness, of their 
desire to have this act successful, in view of 
their desire that the country shall be adminis- 
trated, that they restrain, be careful, be wise 
in their political control of this great ‘instru- 
ment of business. (Applause.) 

The Chairman: Mr. Thornton Cooke, 
vice-president of the Fidelity Trust Company 
of Kansas City. 


Mr. Cooke: Mr. President and gentle- 
men, I shall use my three minutes to cover, if 
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I can, just one point. Dr. Willis in his admir- 
able paper, asked us incisively why the State 
banks and trust companies should not come 
into the system. Then he very cogently stated 
one reason that will keep them out: the possi- 
bility of a narrow limitation on investments 
and on real estate loans. 

The real estate banks in the central west, 
I represent some of them as well as the trust 
company and the numerous State banks out 
there, which are perhaps tht most unique and 
valuable features of American banking, make 
many real estate loans. I mean typical banks 
that will carry $100,000 or $35,000 on real 
estate loans. The alternative of such banks 
would be to export capital out of those com- 
munitics to purchase the commercial paper of- 
industrial organizations, and allow the farmers 
of those communities to import capital from 
outside to finance their operations. Jt seems 
unnecessary and undesirable to me that such 
men should be so driven to exchange outside 
capital for inside capital when they can per- 
fectly well use their own capital and use, it 
at home. 

The same considerations apply to many trust 
companies. Many trust companies have in- 
vestment departments which make a specialty 
of handling real estate loans. They carry at 
times more than 25 per cent. of their capital 
in such investments, 25 per cent. being the 
limitation of-the Federal Reserve banks upon 
National banks. 

If I follow Dr. Willis .correctly, it is his 
expectation that the Federal Reserve banks 
limit State banks to the same 25 per cent. that 
was laid down in the act for National banks. 
A valuable function both of trust companies 
and State banks has never been interfered with. 
The desirability of such a function is the very 
reason why there are so many State banks in 
the central west now that otherwise might be 
National. Where the need of such investments 
is not felt, the tendency is strong for the 
banks to become National if they have adequate 
capital. They think the word National is valu- 
able out there. 

I wish therefore to suggest to the committee 
that is to be appointed that earnest thought be 
given to the possibility of framing some regula- 
tion of real estate loans which would be ac- 
ceptable to the Federal Reserve Board, and 
permit such trust companies and such State 
banks as would otherwise like to come into 
the system, to come in, notwithstanding their 
real estate loan investments may at times ex- 
ceed 25 per cent. of their capital. 

Mr. Hulbert, in his most interesting letter 
suggested—I feel that we have heard suggested 
more than once that such regulations might be 
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laid down as would destroy the flexibility of 
American banking, for American banking has 
been flexible. Not, it is true, in the provision 
for currency issues, but for its individuality 
and independence. Our numerous State banks, 
not guided perhaps, not having the wide ex- 
perience which a city bank has obtained through 
a knowledge of the entire regions, have made 
losses, but they have also made loans that 
would have been refused had they been sub- 
ject to the narrow rules as laid down from 
some head office. 

Now, I trust and I think that Mr. Hulbert’s 
fear is not warranted. I do not believe that 
upon full consideration of the question we 
shall be subjected to narrow rules. I believe 
and trust that the Federal Reserve Board will 
lay down workable rules and regulations that 
will not interfere with individuality and inde- 
pendence in American banking, but while giv- 
ing us many of the advantages of a good 
system, will preserve that individuality, that 
flexibility which has been the most useful fea- 
ture of our banking systern. (Applause.) 

The Chairman: Gentlemen, I am going 
to call upon one other gentleman, and that is 
the father of the Trust Company Section, Mr. 
Breckinridge Jones, president of the Missis- 
sippi Valley Trust Company of St. Louis. 

Mr. Breckinridge Jones: Mr. Chairman 
and gentlemen, I would not respond to my 
feelings if I did not acknowledge the compli- 
ment the chairman gave me when he heralded 
me as the father of the Trust Company Sec- 
tion. It has been a very great and distinct 
pride of my life that I was associated with a 
number of other prominent gentlemen who 
were in the trust company business at that time, 
in forming this section, and throughout its 
history I shall watch its proceedings not only 
with interest but with affection. 

Now, as to this question presented here, I 
speak not from a disinterested point, but on the 
contrary, I have been studying this and think- 
ing about it. I have watched the progress of the 
legislation. I had thought, when Senator Ald- 
rich, yielded the proposition and put ‘State 
banks and trust companies into his bill, then 
when it was so fully recognized in the act 
which has been passed, that it meant that State 
banks and trust companies as they were with 
the powers which they had in their respective 
States, should be eligible to membership in this 
Reserve Board. And I had no idea when the 
law proposed there, simply that the Reserve 
Board could make regulations, that it was go- 
ing into the question of fixing proportions of 
loans and to do other than to see that the 
State bank or trust company was complying 
with the law of its own existence ard was a 
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safe institution for the people to do business 
with, and that it would be a safe member of 
the association. I don’t think it was intended 
by the Congressmen who voted for that bill,’ 
and I am sure it was not by representatives of 
State banks and trust companies than advo- 
cated the passage of that bill, that we were 
going to have the Reserve Board legislate as to 
the exercise of our charter powers. 

We went in there, trust companies and State 
banks as incorporated in the various States, 
and were made eligible for members, and if 
the State wants to change our powers all right, 
but I don’t think it is up to the Federal Re- 
serve Board, and 1 do not believe they will 
attempt to exercise that power. They can 
make regulation. If they find a certain thing 
is distinctly inconsistent with the obligations, 
they may have—there may be some extreme 
case—for instance, it has been pointed out, 
they say here is a trust company that does 
nothing but guarantee titles, or here is a trust 
company in name that is doing fidelity insur- 
ance as its main business. It might be well, 
they might say, to a company of that kind, that 
you have not any banking business. But I 
don’t think that the regulations that are to be 
made out by the Reserve Board, should, for 
instance, say to a trust company in Missouri, 
“You shall not act as executor or administra- 
tor, or that you shall not lend money on real 
estate, or that you shall ‘have only 50 per cent. 
of your loans,” or anything else. What we 
shall do is determined by the law of our 
existence and the law of our State, and as 
long as we abide by the law and are safe insti- 
tutions for the people of our respective States, 
under this bill we are eligible for membership 
in the Federal Reserve Board. 

There are certain reasons that have influ- 
enced:my own judgment as regards this. !n 
the first place, the law of my State, as con- 
strued by many, said that the banks had no 
power to acquire stock in the Federal Reserve. 
The Attorney-General has ruled otherwise, but 
at the same time there was a question about 
that, and in some States there was an abso- 
lute prohibition. Until the laws can be 
amended in certain States so that State banks 
can own stock in the Federal Reserve, of 
course, there is a reason why they should 
stay out. Some States will have the laws 
amended so as to cover the question of ac- 
ceptances. So that when they do come into 


the Federal Reserve Association they will be 
in a fair position to begin the business that 
the National banks are doing, and to live in 
competition with them. 

That there will be distinct prestige-in being 
a member of the Association, I have no doubt. 
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J earnestly hope that the situation may come 
around where | can advise the institution with 
which | am associated to become a member. 
1 want the advantages from it, | want to have 
the facilities of collections; 1 want to have 
the discount privileges, and 1 think there is 
some difficulty that is going to arise in this 
matter, and | simply speak of a trust company 
as a single kind of institution. Their powers 
are very different. Mr. Jackson, for instance, 
his company in its power or by-laws prohibits 
the use of handling of name paper. A trust 
company in Wisconsin, that is not allowed to 
receive deposits is very different from what 
you may call a trust company or trust bank 
in Illinois. The IWinois Trust and Savings 
Bank there is a bank and trust company. It is 
different in the different States. And the word 
of warning that I wish to have before the 
Trust Company Section is that when it comes 
to making a suggestion and taking positive 
action here we be very careful to not make 
some general regulations which may be viewed 
from the standpoint of those gentlemen who 
are in States where trust companies are not 
the same things as they are somewhere else. 
A trust company in California, or in New York 
now, where it has been given full banking 
powers is a very different kind of an institu- 
tion from what it is in other States. Let us 
not have a committee that will be appointed, 
and in making recommendations, let it be 
viewed that trust companies must be all of 
one class, and that what will be good for 
trust companies of this class will be good for 
a trust company of that class. There must be 
flexibility. 

I have no sympathy for the argument that 
all banks of this country should be under one 
system. I think the free banking system under 
which every community can get together and 
organize its own bank has been one of the 
fundamental reasons for the marvellous growth 
of the United States. (Applause.) 

The only reasons for a National bank that 
heretofore existed are practically wiped away 
by this bill. They are no longer banks of 
issue. Going over for a moment to old ques- 
tions in the early history of this country they 
did not think we had a right to a National 
bank, and the only reason for it was to handle 
interstate commerce and things of that kind. 
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It never was intended that they should han- 
dle real estate loans, and now since they 
have taken away the issue there is no reason 
for being a National bank more than for 
being’ a State bank, and if a State bank come 
in, so long as it is safe, it should be free to 
come. 

The thing I am afraid of is that with so 
many bank examiners examining 19 commercial 
banks to where they examine one trust com- 
pany, they will want to put a National bank 
yard stick on us. They cannot measure it 
that way. If an examiner comes in he does 
not understand it, and he is liable to make a 
great many arbitrary conclusions. And the 
one thing I am afraid of more than anything 
else is this arbitrary control that comes from 
a Federal control, that looks back to Washing- 
ton for appointment. In our own State we 
know the examiners. The examiners and the 
Superintendent of Banking are responsive to 
local conditions, and we are not afraid of 
oppression there; but when it comes to an 
examiner from Oregon, or Maine or Georgia, 
and he comes to Missouri with no_ local 
affiliations, and looking only back to Washing- 
ton, he is puffed with the great idea that he 
is a Federal officer and wants to exercise all 
the power of the Federal government. And I 
know of no set of men that are more arbi- 
trary than the representatives of the Depart- 
ment of Justice, the Post Office Department, 
the Department of Labor and Commerce, who 
gu to your bank and walk in and demand that 
we should tell them about the business of our 
customers, and if we do not do it threaten and 
say, “I will take you to New York,” as one 
tried to do with me, and did take me to 
Washington on a subpeena dueces tecum with 
our journals. He wanted to know our confi- 
dential relations with our customers. I am 
afraid of that power. I believe the Reserve 
Board could straighten that out and let their 
examination come largely from their Reserve 
banks in our districts and there we will have 
directors who are responsive to local condi- 
tions. 

I thank you gentlemen. (Applause.) 

*_ * * 


The joint meeting then adjourned, the sepa- 
rate sections holding their respective mectings 
in the afternoon. 






















The nineteenth annual meeting of the 
Trust Company Section of the American 
Bankers’ Association, following the joint 
meeting in the morning with the Savings 
Bank Section, was generally conceded to 
: have been one of the most interesting and 
fruitful in the history of that organiza- 
tion. Nearly all the loyal members of the 
so-called “old guard” were present and 
the attendance from the various sections 
of the country was significant of the broad 
sphere of usefulness which this Section 
now covers. The reports afforded ample 
evidence of a year of exceptional activity 
and energetic measures in assuring the 
proper recognition and safeguarding of 
trust company interests relative to the en- 
forcement of the Income Tax Law, the 
application of the new Federal Reserve 
system to trust companies and in securing 
legislation of a practical character in vari- 
ous states. 

A reading of the report presented by 
Mr. John H. Mason, as chairman of the 
Executive Committee, affords a fair sur- 
vey of the splendid work accomplished by 
this body. It is certainly true that Chair- 
man Mason is entitled to the grateful rec- 
ognition of trust companies throughout 
the country for his zealous, conscientious 
work as chairman of that committee, en- 
tailing numerous conferences with admin- 
istrative and legislative authorities at 
Washington, special meetings in New 
York City and a large volume of corre- 
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spondence. Highly commendable also 
were the results accomplished by the Com- 
mittee on Protective Laws under the di- 
rection of the chairman, Mr. Lynn H. 
Dinkins. An interesting report was also 
rendered by the Committee on Legislation. 
Mr. Oliver C. Fuller presented an inter- 
esting summary of the progress made dur- 
ing the past year in revising the draft of 
the “Standard Uniform Provisions Sug- 
gested for Inclusion in Trust Company 
Laws of All States.” Mr. Ralph W. Cutler 
was elected president of the Section. Mr. 
John H. Mason was elected first vice-presi- 
dent, and at the subsequent meeting of the 
Executive Committee Mr. Uzal H. McCar- 
ter, president of the Fidelity Trust Com- 
pany of Newark, New Jersey, was elected 
chairman of that committee. The newly 
elected members of the Executive Com- 
mittee are as follows: R. L. Rutter, vice- 
president and secretary of the Spokane 
& Eastern Trust Company of Spokane, 
Washington; E. Woodruff, president of 
the Trust Company of Georgia, Atlanta, 
Georgia; H. W. Jackson, president of 
Virginia Trust Company of Richmond, 
Virginia ; Lucius Teter, president Chicago 
Savings Bank and Trust Company, and 
John H. Holliday, president Union Trust 
Company of Indianapolis, Indiana. The 
secretary, Philip S. Babcock, was re- 
elected. The proceedings began with the 
annual report of the president, Mr. F. 
H. Goff, as follows: 
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ANNUAL ADDRESS OF THE PRESIDENT OF THE 
TRUST COMPANY SECTION 


F. H. GOFF 
President of The Cleveland Trust Company, Cleveland, Ohio 





To the Members of the Trust Company 
Section: 

For more than two months the bank- 
ing institutions of the country have been 
subjected to an unprecedented strain 
caused by the war in Europe. It is but 
just that we record our appreciation of 
the prompt and efficient assistance ren- 
dered by the Government, without which 
serious disturbance, perhaps untold dis- 
aster, might have ensued. The splendid 
courage and ability displayed by the ex- 
ecutive officers of both National and State 
institutions in New York City in dealing 
with situations that were not only un- 
known but undreamt of, has commanded 
the admiration and respect of the entire 
country, and let us hope of the Federal 
Government. That trust companies have 
survived the strain without failure in 
their ranks, and have contributed their full 
share. to maintain the nation’s credit, af- 
fords the strongest evidence of their able 
and. conservative management and will 
deservedly add to their standing and pres- 
tige. 

The crisis through which we are pass- 
ing has demonstrated, as nothing before 
in our history, the need of a powerful 
central bank where the reserves of the 
nation can be concentrated and the out- 
flow of gold controlled. Grateful as we 
are for what has been accomplished under 
the able leadership of President Wilson, 
in bringing about a reform in our cur- 
rency and in perfecting our banking sys- 
tem, we anxiously but hopefully await 
the enactment of further legislation which 
will insure adequat€“protection of credits 


both at home and abroad, should condi- 
tions ever arise in this country such as 
have obtained in Europe since the declar- 
ation of war. The real test of a finan- 
cial system must be its ability to ade- 
quately serve in times of maximum strain. 

Firm in the. conviction that impending 
collisions are more likely to be averted 
when there is but one and not 12 levers 
to be operated, we believe that the trend 
in the future must inevitably be toward 
further centralization. While our views 
with respect to this differ from those in 
authority, we wish it to be known that 
we are not antagonistic but sincerely de- 
sirous of being helpful in working out the 
financial problems of the nation. The 
question that confronts us is how such 
help can best be given. Will our influ- 
ence be most effective by refusing to ac- 
cept membership, by holding aloof and 
criticising what has been done, or can 
we best serve by co-operating with the 
National banks and the Federal Reserve 
Board? Will we have the most influence 
from without or within? I believe the 
Government needs and desires the sup- 
port of the trust companies and perhaps 
sooner than we now think, they may again 
need its support. Those who are not in- 
fluenced by patriotic motives, perhaps 
ought to be by selfish ones. Commend- 
ing the President as I do for the excellent 
appointments he made to the Federal Re- 
serve Board and for the attitude of his 
administration during the recent crisis, 
I have come to have an increasing faith 
that. what is not right, will in time be 
made right. But, if wrong, it may be 
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well to remember that more battles are 
won by men on the firing line than by 
men sulking in the sutlers’ tent. 
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The Chairman: The next order of busi- 
ness, gentlemen, is the report of the Execu- 
tive Committee, Mr. John H. Mason, chair- 
man. (Applause.) 


* * * 


REPORT OF THE EXECUTIVE COMMITTEE 


JOHN H. MASON, Chairman 
Vice-President Commercial: Trust Company, Philadelphia, Pa. 





To the Members of the Trust Company 
Section: 


Mr. President and Gentlemen :—Your 
Executive Committee begs to report a year 
of growth and endeavor, of much un- 
dertaken and some accomplished in the 
interest not only of trust companies, mem- 
bers or-not of the Section, but of all the 
banking institutions throughout the coun- 
try. 

The relation of trust companies to the 
Federal Reserve Act, the onerous duties 
imposed upon them by the Income Tax 
Section of the Tariff Bill, the Model Trust 
Company Law, the protection of the word 
“trust” by State enactment where neces- 
sary, the proper and thorough supervision 
of trust companies by State Bank Depart- 
ments, the education of the public as to 
what trust companies are and the varied 
ways in which they can be of service to 
their clients; all these, and many other 
matters, have engaged the time and serv- 
ices of the members of your Executive 
Committee, and of its several sub-com- 
mittees. 

Reports of these various activities will 
be presented to you to-day by those to 
whom they were entrusted, and your care- 
ful consideration is asked at this time; 
and later, when they appear in the volume 
of Proceedings, a copy of which will be 
sent to each member. of the Association. 

Before the new Federal Reserve Act 
became a law, its provisions were care- 
fully considered at meetings of your com- 
mittee, and your officers and individual 


members made frequent visits to Wash- 
ington to consult with the Banking and 
Currency Committees of the Senate and 
House. The guaranteeing of bank de- 
posits, the granting to National banks 
applying therefor the right to act as 
trustee, executor, administrator, etc., the 
double liability imposed on trust compa- 
nies and State banks becoming members 
of the Federal reserve system, and many 
other matters were indeed live issues. 

In the final form of the Act the guar- 
antee of bank deposits was eliminated, 
also the double liability of shareholders in 
State banks and trust companies which 
might become members of the Federal re- 
serve system, except in so far as such pro- 
vision was already embodied in State 
laws. These desirable eliminations were, 
it may safely be said, in part due to the 
activities of your committee, and of indi- 
vidual public spirited bankers throughout 
the country. 

Under the Act the Federal Reserve 
Board has power “to grant special permit 
to National banks applying therefor, when 
not in contravention of State or local 
law, the right to act as trustee, executor, 
administrator or registrar of stocks and 
bonds, under such rules arid regulations 
as the said board may prescribe.” 

It is understood that the purpose of 
this provision is to permit National banks 
to serve their constituents in localities 
where there are no trust companies, or 
other institutions, authorized to act as 
trustee, executor, administrator, etc. It 
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is quite doubtful whether many banks will 
avail themselves of such fiduciary powers. 
Even if they do, it should not affect, to 
any appreciable extent, the business of 
the trust companies. In many States, 
an enabling act must be passed before 
the National banks can avail themselves 
of the trust functions granted under the 
Federal Reserve Act. 

The Income Tax Section of the Tariff 
Bill, due mainly to the “collection at the 
source” requirement, has proven most 
burdensome to the trust companies of the 
United States. Under the provisions of 
the Act, the paying company, practically, 
becomes the collector of the tax for the 
Government. It receives absolutely no 
compensation for its services and, in fact, 
is not reimbursed for the actual expendi- 
tures incurred. This seems markedly un- 
fair. 

The Rules and Regulations, issued by 
the Treasury Department, required no 
less than twenty-two forms of certificate 
of ownership, many of which seemed so 
unnecessary that your committee urged 
upon the department that it withdraw 
most of the forms issued, and modify and 
simplify the others. After careful con- 
sideration, the department issued a set of 
revised forms reducing the number from 
twenty-two to ten, and they are undoubt- 
edly a vast improvement over the forms 
originally issued. On behalf of the Trust 
Company Section there has been sub- 
mitted to the Treasury Department a 
single form of certificate of ownership, 
which it is contended would meet every 
provision of the Income Tax Section as 
well as the requirements of the Rules and 
Regulations. 

At the meeting of the Trust Company 
Section, held,in Boston on the 7th of Oc- 
tober of last year, a draft of the Model 
Trust Company Law, which had been 
prepared by Thomas B. Paton, General 
Counsel of the Association, was sub- 
mitted. 


You will no doubt recall that, after 
considerable discussion, it was moved that 


the entire matter be referred back to the 
Executive Committee for such action as 
it may give it, and to report to this meet- 
ing. At the meeting of the Executive 
Committee held at Hot Springs on the 
30th of April, very careful consideration 
was given to this matter. Certain mem- 
bers of the Committee were opposed to 
the Section advocating any particular law, 
or putting itself in the attitude of recom- 
mending to the legislatures of the differ- 
ent States the enactment of features 
which, while perhaps in themselves admir- 
able, might not be adapted to the condi- 
tions in the several States; others were 


strongly of the opinion that the Section, 


should not hesitate to stand for all the 
provisions in the draft of the law, and it 
was, therefore, decided to refer the mat- 
ter to a special committee, that committee 
to make its report direct to the members 
assembled in the annual convention. The 
chair appointed on that committee: 
Messrs. F. H. Goff, R. W. Cutler, Oliver 
C. Fuller, John W. Platten and Uzal H. 
McCarter, and, in due course, you will 
have the privilege of hearing the commit- 
tee’s report. 

The new Constitution of the Associa- 
tion, as adopted at Boston, provides that 
members can only enroll in one section. 

In accordance with this provision, no- 
tices were sent to five hundred and ten 
(510) members of the Association who 
were enrolled in the Trust Company as 
well as the Savings Bank Section, advis- 
ing that they must elect in which Section 
they desired to remain. It is gratifying 
to report that, of these companies, over 
65 per cent. elected to remain in the Trust 
Company Section, giving it a member- 
ship in excess of 1000, and thereby en- 
titling the Section to two members on the 
Executive Council of the Association. 
The membership in our Section at Bos- 
ton was one thousand three hundred and 
sixty-two (1,362) and is now, under the 
new: provisions of the Constitution, with 
the additions during the year, one thou- 
sand two hundred and one (1,201). 
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We are also pleased to report that the 
Savings Bank Section has a membership 


. largely in excess of the one thousand re- 


quired, and it also has two members on 
the Council. 

There is to be presented at the Gen- 
eral Convention at its meeting to-morrow, 
an amendment to the Constitution, as 
follows: 


Section 1. “Sections of the Association 
may be authorized or confirmed and regu- 
lated by By-law, for the promotion of 
the welfare of the different business 
classes of the membership, and any mem- 
ber of the Association may become a 
member of such Section or Sections 
whose constitution or by-laws permit of 
such membership as may best benefit 
such member’s business interests; pro- 
vided, however, that NO MEMBER 
SHALL HAVE THE RIGHT TO 
VOTE FOR OFFICERS IN MORE 
THAN ONE SECTION and shall at the 
time of becoming a member in more 
than one Section designate in which 
Section it will exercise the right to vote 
for officers by giving notice to the Sec- 
retary of such Section, which designation 
cannot be changed until an intervening 
annual election, and when any Section is 
authorized by By-law the same shall, 
upon application made, be established by 
the Executive Council” 


Your committee earnestly recommends 
that, when this amendment is offered, you 
give it your approval and vote. 

The past year has proven one of exces- 
sive legislation, both Federal and State, 
and for the immediate future there seems 
to be no promise of a lessening. Laws 
have been enacted that are not based on 
sound economics, others have been en- 
acted through prejudice and lack of ac- 
curate information. How are we to cor- 
rect this and aid in a future betterment? 
By a higher appreciation of our citizen- 
ship, and by assuming our obligations to 
endeavor to form a more equitable public 
opinion. 

You and I have a responsibility to turn 
the powerful forces of to-day into chan- 
nels that will make for the good of all, 
and not for only the few. There has sel- 
dom been a time when patriotism was so 


needed as NOW, and that, in its true 
sense, means a submergence of self-in- 
terest which is surely bound to create a 
public opinion constructive for all time, 
and not, as in the recent past, destructive 
of business activity. 

Then too, we must bear our part in the 
progress of the world. 

In a few months from now the democ- 
racies of Europe will be crying out for 
a return to normal conditions. 

Men will want work, they will want 
wages, and all will want food. 

The normal conditions which were 
shattered by the declaration of war, were 
the fruit of centuries of evolution and 
work. In due course, the “To-morrow of 
Re-adjustment” must come, and we will 
need our full strength to do our share. 

To aid in accomplishing this task of 
“World Reconstruction” and the embrac- 
ing of unthought of opportunities for ‘1se- 
fulness and expansion of trade, there 
must be a unison of purpose and action 
on the part of our Government and the 
business men of the United States. 

If we grasp our opportunity, and I be- 
lieve we will, there will then dawn an 
era of prosperity, the like of which we 
have never seen before. 





The Chairman: Gentlemen, what is your 
pleasure in regard to the report of the Ex- 
ecutive Committee? 


Mr. Dinkins: I move that the report be 
filed. 
The Chairman: All those in favor of the 


motion, please signify by saying Aye; op- 
pused, No. Carried. 

The Chairman: Now, the report of the 
Secretary. 

Secretary Babcock: The details of the 
financial statement are published in pamph- 
let form which you all have, so it is not 
necessary for me to report them... All bills 
are paid to August 31. You will note there 
is a credit balance of $660.77, which has 
been transferred back to the general funds 
of the Association. 

Report of Secretary Philip S. Babcock 


Gentlemen; Your Secretary submits here- 
with his report for the fiscal year ending 
August 31, 1914. 
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The financial statement is as follows: 


CREDITS 
By- Appropriation of Executive 

SNL <aisah 5 ach Leeks a Ube eee ce $8,500.00 
By Sale of Trust Company Proceed- 

OR ei aiicica Neiaiaavieh skkck ak Noe: 58.85 
By Sale of Trust Company Laws.... 1.00 
Account of postage and stationery.. 35.00 

$8,594.85 

DisBURSEMENTS 

re EET OR, PORTE F: $3,910.30 
Postage, Stationery and Printing.... 1,102.77 
oo a a 976.96 
Executive Committee Meetings..... 660.59 
PE Se icin ces ckswidebap > se nicwaw'eins 605.04 
Convention expenses .............. 261.32 
Legislative Committee ............. 95.80 
OE Ceo enka bun bkieae sees 66.00 
Traveling expenses ................ 64.15 
Telephone and Telegrams .......... 60.60 
Loving Cup for Retiring President... 125.00 
IN ies ae antes bdo Anonaens 5.55 

$7,934.08 
ee NS i nicnncs chk wansaseesed $660.77 


With all bills paid to August 31, you will 
note that there is a credit balance of $660.77 
which has been transferred back to the gen- 
eral funds of the Association. I am pleased 
to report that while the running expenses 
of the office, such as postage, stationery, 
printing of pamphlets and circular letters 
have largely increased during the year, we 
have kept well within our appropriation. 

The Section has on the treasurer’s book 
a credit of $1,302.17 as a special account 
from the profits of the sale of the book of 
“Forms for Trust Companies.” 

I am also pleased to yeport that our mem- 
bership has continued to grow, notwithstand- 
ing the provisions of the new constitution 
which made it necessary for a large number 
of our members, heretofore enrolled in both 
the Savings Bank and Trust Company Sec- 
tions, to elect in which Settion they desire 
to remain. Our membership at this time 
is 1201—all companies doing a trust company 
business, and therefore, selecting enrollment 
in the Trust Company Section. 

The report of your executive committee 
and of its several sub-committee will 
inform you in detail of the various and 
diversified activities of this Section. Serv- 
ing as secretary to the various committees, 
I have at all times endeavored to carry out 
such work as was entrusted to me and it 
seems unnecessary for me to refer further 
to what has been so ably set forth in these 
several reports. 
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On May fourth, last, there was held the 
Fourth Annual Banquet of the Trust Com- 
panies of the United States, members of this 
Section of the American Bankers’ Associa- 
tion. This banquet took equal rank with 
the previous ones as one of the important 
banking dinners held during the year in New 
York City. There were in attendance 614 
trust companies’ officials, bankers and repre- 
sentative men from 30 different States. For 
the information of those of our members 
who were not present it is proper to say 
that the entire expense of these banquets 
is met by the subscription of those present 
and no expense whatsoever attaches to the 
Section or to the Association. 

It has been my duty and pleasure to serve 
our membership, our officers and commit- 
tees to the best of my abutity, and I desire 
to express to one and_all .ny appreciation of 
the consideration shown we and of the pleas- 
ant relations which have existed during the 
past year. 

The membership at large has more and 
more called on my office for information and 
I very sincerely hope that a more general 
understanding of what the secretary of the 
Section can do for its members will prevail. 

Respectfully submitted, Secretary. 
* * * 


On motion, duly made and seconded, the 
secretary's report was received and approved. 

Mr. A. A. Jackson, Vice-President Girard 
Trust Company, Philadelphia: I do not 
know whether it is in order or not; it is 
probably not, but, as we have only this after- 
noon for this business session, I was won- 
dering whether it would be a proper thing 
for me to offer the usual resolution for the 
appointment of a nominating committee by 
the chair at this time. Am I in order? 

The Chairman: It seems to me to be 
proper—it seems proper to the chair. 


Mr. Jackson: The resolution that we have 
had before is: 


“Resolved, that a Nominating Committee of 
five be appointed by the Chair, which com- 
mittee shall receive names in writing from 
delegates: present, and from said names the 
Nominating Committee shall select five per- 
sons as members of the Executive Commit- 
tee for the term ending 1917, said committee 
to report back to the convention for its 
action.” 


I offer that resolution. 


A Member: These names to be reported 
back to the committee or convention? 


Mr. Jackson: Back to the convention, I 
should say. 
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. The Chairman: My understanding is that 
we should have nominations, that nomina- 
tions be made by members in attendance 
which will be placed by the secretary in this 
box. In other words, names which will oc- 
cur to you that will make desirable members 
of the committee. Other information will 
be furnished by the secretary. For instance, 
the number of member banks in the dif- 
ferent States and the residence of our present 
membership—geographical membership. Is 
there a second to Mr. Jackson’s motion? 
A Member: Yes sir. I second it. 


The Chairman: If there is no discussion, 
and the chair hears none, all those in favor 
of Mr. Jackson’s motion, which has been 
duly seconded, please signify by saying Aye; 
opposed, No. Carried. 

The Chairman: I will ask the secretary 
to pass the slips to the members, upon which 
the members may indicate their preference. 
Following the receipt of these, perhaps an 
adjournment may be taken. 

Mr. Elmer E. Foye, Vice-President Old 
Colony Trust Company, Boston: What is 
our representation now? 

The Chairman: Representation of fifteen; 
five for one year, five for two years and five 
for three years. 

Mr. Uzal H. McCarter, President Fidelity 
Trust Company, Newark, N. J.: Would it 
be well to say what district the retiring mem- 
bers are from? 

The Secretary: The retiring members— 
the Constitution of the‘ Association provides 
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that no member can succeed himself for a 
year. The retiring members this year are, 
Mr. Dinkins, of New Orleans; Mr. Hemphill, 
of New York; Mr. Smith of Chicago; Mr. 
Kaufman, of Tacoma who died during the 
year, and whose place was not filled, waiting 
for one of the five to be elected at this time. 


The Chairman: We will now take a re- 
cess of five minutes, so that the secretary 
may pass these slips out. 

After recess. 


The Chairman: Gentlemen, I want to re- 
ceive your citicisms and suggestions, if you 
have any. I will entertain any objections to 
the appointment of this nominating commit- 
tee: Mr. Jackson, the vice-president of the 
Girard Trust Company of Philadelphia; Mr. 
Platten, president of the U. S. Mortgage & 
Trust Company; Mr. Woodruff, vice-presi- 
dent of the Savings Bank & Trust Company 
of Cleveland; Mr. Chamberlain, president of 
the San Antonio Loan & Trust Company; 
Mr. Holliday, president of the Union Trust 
Company of Indianapolis. I would be glad 
to hear any objections. 

Mr. McCarter: I move that it be approved. 

Mr. Mason: I second the motion. 

The Chairman: The appointment. will 
stand and I will ask the committee to retire 
now. You may gather up the ballots, please. 
Mr. Babcock. 

The Chairman: Gentlemen, when you get 
through with the caucus there, I will ask 
Mr. Cutler to read the report of the Legis- 
lative Committee 


REPORT OF THE COMMITTEE ON LEGISLATION 


F. H. GOFF, Chairman 





Mr. President and Members of The 
Trust Company Section: The member- 
ship of the Committee on Legislation con- 
sists of the three Executive Officers and 
two ex-Presidents of the Section. As 
these gentlemen are all on the Executive 
Committee of the Section; the work of 
the Committee on Legislation must neces- 
sarily be largely included in the report of 
the President and the Chairman of the 
Executive Committee. There was, how- 
ever, some special work undertaken by the 
Committee on Legislation which it might 
be proper to mention in this report. The 


Convention in- Boston on October 7th, 
1913, was held shortly after the passage 
of the Income Tax Law, and while the 
members of the Trust Company Section 
had no serious criticism of the principles 
of an Income Tax, or of the rate of taxa- 
tion, they did object strenuously to the 
method of its collection. This was voiced 
most strongly during the discussion in 
which many members participated. In 
accordance with what they felt to be the 
earnest wish of the Section, the members 
of the Committee on Legislation, immedi- 
ately after the close of the Convention, 
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wired to the Treasury Department at 
Washington requesting interpretation of 
certain clauses in the Income Tax law 
which were not clearly understood, nota- 
bly those which related to the collection of 
coupons “at the source.”- No literature 
had been issued by the Government up to 
that time and it seemed desirable and nec- 
essary in order to carry out the provisions 
of the law intelligently that we should 
know at the earliest possible moment ex- 
actly what the Government required. The 
bill became operative on November Ist, 
and in spite of the fact that before that 
date a special committee visited Wash- 
ington to urge the importance of sending 
instructions to the trust companies and 
bankers of the country, nothing was given 
out until five days previous to the time 
when the law went into effect. It was 
immediately observed that the law was 
even more cumbersome than we had 
feared, and that it bore very severely upon 
the- trust companies, and especially upon 
those in the larger cities. 

Application for interpretation of various 
clauses met with decisions on the part of 
the Commissioner of Internal Revenue 
which in numerous cases were reversed 
in a few days after their issuance. In the 
spirit of progress, many trust companies 
issued more or less elaborate books of in- 
structions for the benefit of their clients, 
but in most cases these became worthless 
because of decisions, which after having 
been extant tor a few days, were reversed 
by the Internal Revenue Department. The 
trust companies nevertheless kept ham- 
mering away at the Department in Wash- 
ington in order to obtain all the informa- 
tion possible. It was, however, only after 
weeks of work, with more or less bung- 
ling, that the collection of the tax at the 
“source” began to run at all smoothly. We 
feel that in some measure it was in conse- 
quence of our suggestions that certain 
methods of collection were simplified. The 
number of forms was reduced from twen- 
ty-two to ten, and the two forms most 


largely used, “exemption claimed” and 
“exemption not claimed,” were by law di- 
rected to be on different colored paper— 
yellow and white respectively—and these 
changes have done a great deal toward 
simplifying the work. We trust that the sin- 
gle form suggested by our committee may 
in time be adopted by the Government and 
thus a still further reduction in number 
and variety of forms may be made. 

In the early part of the current year, 
when the Federal Reserve Act was under 
discussion, we learned that, under the Sen- 
ate Bill as suggested, State banks and 
trust companies could continue during 
the thirty-six months transition period to 
keep a part of the reserve with any mem- 
ber bank in a Reserve or Central Reserve 
city, but that in the Conference Committee 
the word “member” was erased and “na- 
tional” was inserted in its stead. Your 
committee deemed this an injustice. It 
would work unnecessary hardship on the 
country trust companies and State banks 
wishing to join the Reserve Association 
and having their balance on deposit in 
trust companies and State banks in either 
Reserve or Central Reserve cities, to be 
forced to change such balances to Na- 
tional banks; and it would also be unjust 
to force the Central Reserve and Reserve 
city trust companies and State banks com- 
ing into such a system to lose the deposits 
of their country clients. Any trust com- 
pany joining the Reserve Association as a 
member bank, keeping up the reserve re- 
quirement according to law and being sub 
ject to National examination, should be a 
competent Reserve agent for any other 
member of the association, and should be 
placed on the same basis as the National 
banks. Your committee on legislation, 
aided by certain influential members of 
the Section called upon for the occasion, 
were able to convince the committee that 
such discrimination was unfair—and the 
bill was passed, containing, as desired, the 
work “member” instead of the word 
“national.” 


| 
| 
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Another important matter was under- 
taken by certain members of the commit- 
tee on legislation, after war had been de- 
clared in Europe, and related to the great 
depreciation in gilt-edge securities held by 
trust companies, savings banks and insur- 
ance companies, both as investments for 
their own funds and for clients in trust. 
In consequence of the cataclysm abroad 
and of the frenzied sale of our securities, 
railroad bond investments which had been 
considered “bed rock” depreciated ex- 
tensively in value, and by the closing of 
the Stock Exchange, which occurred on 
July 30, assets which were believed to be 
“liquid” and to be realized upon in case of 
emergency, were made positively unmar- 
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ketable. During the time which has since 
elapsed, demands to a considerable ag- 
gregate amount have been made by de- 
positors, and inasmuch as no investment 
assets could be sold, the situation became 
most acute. It was realized that should 
the Stock Exchange be reopened a flood 
of securities would be returned to us by 
the badly alarmed European investors, 
and this would result in a still further de- 
crease in bond values. At a conference, 
where important interests were repre- 
sented, a committee was appointed to wait 
upon President Wilson and urge the ne- 
cessity of promptly taking some action 
toward sustaining railroad credits. This 
we felt should be the first step toward 
establishing an abiding faith, both at home 
and abroad, in the stability of our in- 
vestments. If the European holder of 
our first class railroad securities could be 
made to believe firmly that the adminis- 
tration was disposed to aid the rail- 
roads to a point where their net earn- 
ings would provide beyond peradven- 
ture for their interest and dividend, and 
that his money was safer on this side 
of the Atlantic than it was at home, he 
would be disposed to hold his invest- 
ments, and not sell in our markets 
when the Stock Exchange was opened. 
Consequently the basis of value for our 
trust funds would be more stable and 
dependable. This committee has met 
the President by appointment—and in 
a strong, forceful manner. Letters 
have also been written and interviews 
have been held with members of the 
Interstate Commerce Commission bring- 
ing the subject to their attention along 
the same line. We sincerely hope that 
the result may be what we all must 
earnestly desire. 





The chairman then called for the report 
of the Committee on Protective Laws, 
which was presentéd by Chairman Lynn 
H. Dinkins of New Orleans, as follows: 
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REPORT OF THE COMMITTEE ON PROTECTIVE LAWS 


LYNN H. DINKINS, Chairman 
President Interstate Trust and Banking Company, New Orleans, La. 





In New York all State banking laws 
were ably revised by a competent commis- 
sion. 

At a special session of the Ohio legisla- 
ture State banks and National banks were 
prohibited from acting as administrator, 
executor, trustee or registrar and it was 
provided that trust companies joining the 
Federal Reserve Association should exer- 
cise the same trust powers now conferred 
upon them by law, and other State banks 
and National banks may enjoy powers in 
the matter of acceptance and execution of 
trusts which are now conferred by law 
upon trust companies, it being obligatory 
upon such State and National banks to 
comply with legal requirements imposed 
upon trust companies in connection with 
the execution of these trusts. 

In Rhode Island an amendment to the 
banking laws was passed directing receiv- 
ers of trust companies in liquidation, after 
the declaration of final dividends, to pay 
all funds to the general treasurer and de- 
liver a list of unclaimed deposits and divi- 
dends to the general treasurer, this list to 
be advertised each year for three years. 

The secretary of the South Carolina 
State Bankers’ Association advises that 
no laws were passed in his*State this year 
relating to trust companies. 

Mr. John Poole, secretary of the Dis- 
trict of Columbia Bankers’ Association 
advises that Congress has not passed any 
legislation this year which directly affects 
banks in the District. Presumably this in- 
cludes trust companies. 

An effort to secure an amendment to 
the trust company law in Louisiana, simi- 
lar to the Ohio law, under the terms of 
which charitable trusts or educational 


trusts will be permitted, failed, but we are 
assured that the result was due to other 
causes than a desire upon the part of the 
legislators to defeat the bill. 

During the year, the committee has 
taken up the question as to whether or not 
it would be desirable to obtain legislation 
in all States permitting a trust company 
to accept and execute trusts in any foreign 
State as well as in the State in which it 
is created, but in view of the provision 
in the Federal Reserve Act which allows 
certain trust company privileges to Na- 
tional Banks, when not prevented by State 
statutes, and in view of the fact that there 
will likely be an effort made in several 
of the States to curtail these possible 
privileges, it was deemed inadvisable to 
press the question at the present time. 

Eleven States have held regular Legis- 
lative Sessions in 1914. 

In Vermont the session does not con- 
vene until late in the year. 

In Massachusetts it was made unlawful 
after 1917 for any trust company to hold 
more than 10 per cent. of the capital 
stock of any other trust company. The 
State also passed a law permitting its 
trust companies to join the Federal Re- 
serve Association and making such 
changes in the matter of required re- 
serves, location of branches, acceptance of 
bills of exchange, etc., as is necessary to 
secure the benefit of this National legisla- 
tion. 

Kentucky, Louisiana, New Jersey, Ohio 
and Virginia took similar action, author- 
izing their State institutions to become 
members of the Federal Reserve Assc ..a- 
tion. 

The legislation in the State of Virginia 
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does not expressly refer to trust com- 
panies, unless they would come under the 
designation of “banks chartered by the 
State of. Virginia.” Chapter 310 of the 
Virginia laws provides how trust com- 
panies may be incorporated, and gives 
them general powers for the purpose of 
doing a trust company business in the 
State and permits them to engage in gen- 
eral banking. 

Maryland’s contribution to new legisla- 
tion was an act providing for the deposit 
of State public money in trust companies 
as well as in banks and an amendment to 
existing laws which gives trust companies 
banking powers. 

In Georgia no additional protective 
legislation was secured other than the 
passage of the fraudulent check law. 

A number of our association’s protec- 
tive measures were passed in Louisiana, 

Mississippi has at last established a 
banking department providing for exami- 
nation, regulation and control of all banks 
and trust companies other than National 
banks and Postal Savings banks. This 
State also passed a Bank Guaranty Act, 
thus going from the extreme of no pro- 
tection of bank deposits to that of mak- 
ing the State indirectly responsible for 
them. 

As stated in our last year’s report, the 
committee finds that much proposed legis- 
lation detrimental to trust companies is 
introduced by persons who lack intelli- 
gent information regarding the manage- 
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ment and administration of our com- 
panies’ affairs. 

Occasionally such legislation is urged 
from improper motives, but these in- 
stances are extremely rare and we believe 
that if trust company officials would make 
the effort necessary to come into closer 
personal contact with the legislators in 
their several States they would be able to 
prevent the introduction of much un- 
necessary and undesirable legislation. 

The committee desires to thank the 
general counsel and the secretary of this 
section for their assistance and advice. 

Respectfully submitted, 
Lynn H. Dinkins. Chairman. 
HERBERT A. RHOADES, 

Sam. W. REyBurRN, 
E. D. HuLBert, 





The Chairman: Gentlemen, you but little 
know the amount of work devolving on the 
chairman of that committee. Mr. Dinkins | 
served as chairman of that committee ever 
since I have been connected with the Associa- 
tion, and I do not know but what he has served 
ever since the Association was organized. It 
is customary in passing upon the-report of this 
committee to tender a vote of thanks to the 
chairman. What is your pleasure in regard to 
this report? 

A Member: I move that a vote of thanks 
be tendered and that the report be filed. 

The Chairman: All those in favor of that, 
please signify by saying Aye; opposed, No. 
Carried. 

The Chairman: The next order of busi- 
ness is the report of the Special Committee on 
the Model Trust Company Law. 


REPORT OF SPECIAL COMMITTEE ON MODEL TRUST 
COMPANY LAWS 


Presented by OLIVER C. FULLER 
President of the Wisconsin Trust Company, Milwaukee 


Mr. Oliver C. Fuller, President Wisconsin 
Trust Company, Milwaukee: Mr. President 
and Gentlemen. This report, in one form or 
another has been in the hands of one com- 
mittee or another for the past three years. 
I think it was first referred to a special com- 
mittee and after a,year’s work on this subject 


the committee asked to be discharged and 
recommended that it be referred to the Legis- 
lative Committee. The Legislative Committee, 
I believe, worked on it for a year or two and 
recommended that a sub-committee be ap- 
pointed again to take up the work where they 
left off and complete it, and that special com- 
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mittee has, during the past year, had confer- 
ences and some correspondence, and the result 
is a report which, even in its present form, 
is not entirely satisfactory to the committee 
itself, although they have at last arrived at 
what they believe to be the basis, or they have 
agreed upon certain principles which they think 
should be incorporated in every trust law in 
the land. Of course, those States which have 
trust company laws will not be affected neces- 
sarily by any recommendation that this com- 
mittee might make or any suggestion that 
. might be made through this report; but this 
is supposed to be for the benefit of such States 
as have no trust company laws and in which 
it is contemplated to pass laws for the pur- 
pose of regulating trust companies, or in States 
in which the laws for trust companies are un- 
satisfactory and amendments are: contem- 
plated. The paper is a long one and more or 
less technical, and I would suggest, if it is 
agreeable to the president and to those present 
that, instead of reading it in detail, I may be 
permitted to give merely the captions with pos- 
sibly the substance of the different clauses and 
then submit it to you for such action as you 
wish to take. 


The Chairman: If you proceed in that 
way, outline it in the first instance, and if the 
convention should desire to hear it in detail, 
you may proceed further. 


Mr. Fuller: Originally this_was intended 
to be or designated as a proposed model trust 
company law. After several years of work on 
it by several committees, we have finally gotten 
away from that word “model.” We have felt 
that such a thing is impossible, and the word 
is objectionable, and it is now called “Standard 
Uniform Provisions Suggested for Inclusion 
in Trust Company Laws of all States,” the 
idea being to encourage the standardizing of 
trust company management, particularly as re- 
lated to the handling of trust estates rather 
than as to the banking features of trust com- 
panies that do a banking business. 

First, Capital. It’is deemed. necessary, im- 
portant at least, thaf the capital of the trust 
company should be related somewhat to the 
size of the cities, or community in which they 
do business. In the law proposed by Senator 
Aldrich, after much consideration of that sub- 
ject not only by Senator Aldrich and the 
framers of that bill, by a special committee 
appointed for the purpose, this paragraph was 
incorporated in the law and is taken, I believe, 
bodily from it as it read: briefly, the capital 
stock of any trust company organized under 
the laws of this State in places having a popu- 
lation of 6,000 or less, shall be not less than 
$50,000. In a city of more than 6,000 and not 


more than 50,000, shall be not less than $100,- 
000; in a city of more than 50,000 and not 
more than 200,000, shall be not less than 
$200,000; and so on up to a city of more than 
400,000, shall be not less than $500,000. No 
trust company shall create more than one class 
of stock and its entire capital shall be paid in 
before it shall be authorized to begin to do 
business. 

Supervision. Every trust company doing 
business in this State shall make to the Bank 
Commissioner not less than five reports each 
year, and following very much the lines laid 
down in the laws in the older States. There 
is nothing new in that paragraph. 

Qualification of Directors, Every director 
must during his whole term of service, be a 
citizen of the United States, and at least three- 
quarters of the directors must be residents of 
the State during their continuance in office. 
Every director must own and shall hold ten 
shares, at least, of the capital stock. Exami- 
nations by directors are provided for periodi- 
cally and reports to be made by them, accord- 
ing to the form prescribed by the Commis- 
sioner of Banking in the several States. 

Deposits. Every trust company may receive 
deposits subject to check or to be repaid in 
such manner and on such terms and with or 
without interest, as may be agreed upon, pro- 
vided that no trust company shall incur a 
total deposit liability in excess of ten times 
its capital, surplus, and undivided profits. That 
paragraph has caused more or less discussion 
and has been the subject of considerable 
thought. It is merely suggested, but it is sound 
banking. 

Restrictions on Loans. The total liabilities 
to any trust company of any person, corpora- 
tion or firm for money borrowed, including 
the liabilities of a firm, the liabilities of the 
several members thereof, shall at no time ex- 
ceed ten per cent. of the amount of the capital 
stock of such trust company actually paid in 
and its surplus and undivided profits combined. 

No trust company shall make any loan or 
discount upon the pledge of its own stock. 

No trust company shall make any loan upon 
or discount any paper made, accepted, endorsed 
or guaranteed by any of its executive officers, 
or employees or by any partnership of which 
any such officer or employee is a member. 

No trust company shall permit any single 
director to become obligated to it to an 
amount exceeding ten per centum of its com- 
bined capital, surplus and undivided profits. 
That is a long paragraph. That is taken from 
the present law of many of the States and 
which we are striving to procure in all the 
States through our very active protection laws 
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committee whose report you have just heard. 

Trust Funds Not To Be Mingled, Etc. We 
get down now to that part of the law which 
we are most interested in and that is the 
manner of handling trust funds and trust es- 
tates, 

The next paragraph provides for annual 
statements and the form to be made. 

The next is the investment of trust funds. 
Trust funds, unless it is otherwise provided in 
the instrument creating the trust, may be 
loaned in mortgages on unencumbered real 
estate in this State, double the amount loaned. 

Respectfully submitted. 


The Chairman: Your suggestion is what 
with regard to the report, Mr. Fuller? 


Mr. Fuller: I suggest this report, if ap- 
proved in principle by this meeting, of which 
I have given the substance, be referred again 
to the committee which has given it a great 
deal of thought, for the purpose of perfecting 
—we are not entirely satisfied merely with the 
phraseology—we have arrived and agreed on 
all the provisions which I have outlined to 
you and contained in the report, but we would 
like to eliminate every unnecessary word and 
possibly improve the wording slightly, and 
therefore your committee is reluctant to hand 
this report in as complete without having 
dressed it up and finished it to their entire 
satisfaction. I recommend that it be referred 
back to this committee, and if this convention 
sees fit to so adopt them, with power to re- 
turn it as the completed report at the next 
convention—to complete it and submit it. 


The Chairman: Is there a second to the 
motion? 
Mr. Dinkins: I second it: 


Mr. Fuller: Before a vote is taken on 
the matter I suggest you invite criticism on 
any of the suggestions outlined, and it is pos- 
sible some question might be asked. 

Mr. McKee: 1 would like to have the 
committee read that section which refers to 
the liability of officers and directors of the 
bank again. 

The Chairman: Mr. Fuller, please read 
that section referring to the liability of direc- 
tors. 

Mr. Fuller: No trust company ‘shall make 
any loan upon or discount any paper made, 
accepted, endorsed or guaranteed by any of its 
executive officers, or employees or by any 
partnership of which any sych officer or em- 
ployee is a member. You will observe that 
the directors are not included in there. I sug- 
gest myself that the word “salaried” be added. 
And that is the intent of the paragraph. 

Mr. Edmonds: Mr. Chairman, I under- 
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stand from Mr. Fuller the investment cf trust 
funds on mortgages is limited to the State in 
which the trust company is established. Is that 
correct ? 


Mr. Fuller: That is the way it now reads. 


Mr. Edmonds: That might prove incon- 
venient in the case of a company doing busi- 
ness in a town near the border of two States. 


Mr. Fuller: The committee is aware of 
that possible inconvenience in some such case, 
but it believes this is a safe principle to start 
with, at any rate, and any particular State or 
locality where it might be necessary to vary 
any of the principles laid down in here on ac- 
count of the circumstances, that of course, 
would be inconvenient. It is merely proposed 
here to lay down something which the com- 
mittee considers sound ‘banking, not with the 
intention that every State should adopt it in 
toto or adopt every word of it. That is the 
idea. Does that answer you? 


Mr. Edmonds: Yes sir. 


Mr. Graham: I was just going to ask 
about that provision, to the effect that no 
director shall be entitled to a loan of more 
than ten per cent. Is there any provision there 
in regard to the aggregate loans to directors 
under the law. In Pennsylvania there is a 
limit to that. 


The Chairman: My recollection is that it 
was twenty per cent. 


Mr. Fuller: No, I think we struck that 
out. No trust company shall permit any single 
director to become obligated to it to an amount 
exceeding ten per cent. of the amount of the 
capital stock of such trust company actually 
paid in and its surplus and undivided profits 
combined at any one time. 


The Chairman: It may not be that a 


higher standard obtains in the various States, 
but we want to get a start. 


Mr. Hopkins: I should like to know 
whether this report will be in the form that 
it can be used in the coming year, during the 
legislative session. I ask that question, be- 
cause, in our State. there is likely to be an 
effort made to reduce the standard which we 
have set up in that State for the governing of 
trust companies and it would he of material 
assistance to us. who are before the ‘léegislative 
committees to have an. authoritative statement 
of the best sense of this section. 


The Chairman: The very purpose of Mr 
Fuller’s motion is that the matter be referred 
to the Executive Committee so that it may be 
used by the Protective Laws Committee dur- 
ing the coming year. Immediate consideration 
may be given with finally adding to it of any 
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suggestions that may be made, and then com- 
plete it. You have the sanction of the body 
itself. It is referred to the special committee, 
continuing that committee with power to com- 
plete it. 

Mr. Fuller: It has been suggested that 
the committee would complete it at as early 
a date as possible and have it printed and 
copies sent to the membership. 

The Chairman: Are you ready for the 
motion? All those in favor of the recommit- 
ment of the report to the committee and con- 
tinuing the power of the committee, all those 
in favor of that action by this convention, 
please signify by saying Aye; opposed, No. 
Carried. 

The Chairman: The next order of busi- 
ness on the program is the roll call of the 
States to be made by the secretary and to be 
answered by the vice-presidents of the Sections 
in brief written reports dealing with the his- 
tory of the trust companies in the several 
States during the preceding year, and with the 
conditions under which they are now operat- 
ing, and other matters of interest now per- 
taining to them. 

We had hoped the vice-presidents in atten- 
dance would be accorded generously the time 
of this meeting to make reports and addresses 
with regard to conditions obtaining in their 
territory, but it is now nearly 4 o'clock and 
we have our election of officers and we will be 
glad to accord, I am sure, notwithstanding the 
lateness of the hour, the time for th« vice- 
presidents to make brief remarks and submit 
brief reports. Otherwise, the reports may be 
handed in to the secretary and they will be 
included or incorporated in the printed pro- 
ceedings. 

(Note: The reports of State Vice-Presi- 
dents appear elsewhere in this issue of Trust 
‘CoMPANIES. ) 

Mr. William C. Poillon, Vice-President 
Bankers’ Trust Company of New York City: 
There is one matter I would like to suggest. 
‘The new Constitution of the American Bank- 
ers’ Association, which was adopted by the 
convention a year ago and since our last an- 
nual convention, provides that the Executfve 
Council shall be made up in a certain man- 
ner and includes the presidents of the Sec- 
tion, ex-officio, and any Section having more 
than 1,000 members may elect one additional 
official as a member of the Executive Coun- 
cil ex-officio. I do not find by reference to 
our by-laws that we have made any provision 
in our by-laws for that classification of the 
members of this Section, as to who shall be 
on the Executive Council. A year ago our 
meeting was held prior to the meeting of 


TRUST COMPANIES 


the annual convention, and it was at that 
convention that the Constitution was adopted. 
I have looked up the proceedings and I 
find in advance of the adoption of the new 
Constitution, without knowing then what the 
requirements would be, the following resolu- 
tion was adopted a year ago: “Resolved; that 
it is the sense of this meeting that the new 
chairman of the Executive Committee be 
the nominee of this convention to represent 
the Trust Company Section as the second 
officer on the Executive Council of the 
American Bankers’ Association under the re- 
vised Constitution.” 

That resolution was adopted by our meet- 
ing. Now, I would like to move as an ad- 
dition to our by-laws the following: “That 
the president and the first vice-president of 
this Section shall represent this Section in 
the Executive Council of the Association.” 

My reason for changing the second mem- 
ber of the Council is, that the work of the 
first vice-president of the Section, unless dur- 
ing the absence or disability or inability of 
the president, is absolutely nothing; he is 
almost out of touch with the affairs of the 
Section, except as a member of the com- 
mittee. It is upon the Council that I am 
satisfied he can do the best work. When a 
member of the Council is only a member a 
year, his work is almost nothing, although 
he has some voice; there are perhaps only 
about two meetings which he attends. It is 
not until the second or third years of his 
membership on the Council that he feels dis- 
posed to take much part in the affairs or 
deliberations of the Council. I feel it would 
be a wise thing for this Section to change 
our representative on the Council. We are 
now about to elect a new member or rather a 
new chairman for our Executive Committee, 
and of course, no one knows who that, will 
be, so that there is nothing personal in what 
I have stated. 

The Chairman: 
ment? 

Mr. Poillon: 
by-laws. 

The Chairman: What section? 

Mr. Poillon: No section; in its proper 
place. 

The Chairman: Then, as I understand it, 
the president and vice-president shall repre- 
sent the Section in the Council? 

Mr. John H. Mason: Vice-President Com- 
mercial Trust Company, Philadelphia: I 
think Mr. Poillon’s suggestion has quite a 
lot of force in it. I happen to have been 
the chairman on the Council this year, but 
I must confess that I feel the man who hap- 
pens to become the chairman this year will 


You move the amend- 


I move that addition to the 
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have the same work that most of us have 
had which, of course, is very light, and I 
think he ought to be in closer touch with 
the whole Association than the vice-presi- 
dent. It seems to me that the vice-president 
is always a sort of—well, they are just there, 
because you cannot help it, it is so in every- 
thing; and 1 must confess the hardest work 
done in the Trust Company Section is done 
by—I don't mean to seem personal in any 
way—the hardest work is done by the chair- 
maft of .the Executive Committee, and I 
want to put that over with-emphasis, and I 
think the closer touch that is had on the 
Council of the Amerj¢an: Bankers’ Associa- 
tion the better it is fer him and the better 
for the Section, and I hope this meeting will 
let it stand as it has been during the past 
year and the incoming chairman of the 
Executive Committee will have the privilege 
of that additional labor. 


Mr. John Stites, President Louisville Trust 
Co., Louisville, Ky.: I second the motion. 


Mr. Fuller: I agree with Mr. Mason on 
his motion in these by-laws, and I do not 
agree altogether with Mr. Poillon; and I 
think this matter was discussed at the time. 
My recollection is that we selected the presi- 
dent and the chairman of the Executive Com- 
mittee rather than the president and the vice- 
president,.for the feason that we thought 
the vice-president, in the absence of the 
president, might be permitted to represent 
him, and it would give us two members, and 
for the additional reason that, as Mr. Mason 
has stated of him, would bring him in closer 
touch. I am not entirely in accord with 
Mr. Poillon. 


The Chairman: Do I understand you to 
suggest the amendment designating the 
president and the chairman? 

Mr. Fuller: Yes. 

Mr. Mason: I second that motion. 


The Chairman: The question comes on 
the adoption of the amendment proposing 
the president and the chairman as members 
to represent the Section on the Executive 
Council. All those in faver please signify by 
saying Aye; opposed, No. The amendment 
is lost. 

Now, are there any remarks on the. origi- 
nal motion? As many as are in favor pro- 
viding for the president and the vice-president 
to represent the Section on the Executive 
Council please signify by saying Aye; op- 
posed, No. Carried. 

The Chairman: I would suggest that 
some one voice a vote of thanks to the bank- 
ers of Richmond for their gracious courte- 
sies to us while here. 


Mr. Lucius Teter, President Chicago Sav- 
ings Bank & Trust Company: I move that 
the secretary or the chairman of this meeting 
extend a vote of thanks to Richmond for 
their hospitality at the time of this conven- 
tion. 

The Chairman: All those in favor of the 
motion; please signify by saying Aye; op- 
posed, No. Carried. 

The Chairman: At the joint meeting this 
Morming, it was moved and carried that a 
committee of twelve be appointed to con- 
fer with the Federal Réserve Board and the 
committees of Congrees with respect to se- 
curing modifications to the Federal Reserve 
Act, making. more acceptable the accepting 
of membership in the Federal Reserve Asso- 
ciation by State banks and trust companies. 
It was suggested that the committee be con- 
stituted as follows: Three to be appointed 
by the Trust Company Section, three by the 
Savings Bank Section, six by the General 
Association, three to represent the National 
banks and three the State banks. What is 
your pleasure with regard to the recommen- 
dation of the joint meeting? 

Mr. Mason: Mr. Goff, may I ask you one 
or two questions? As I understand it, that 
was the sense of that meeting and if we 
appoint a committee it seems to me this 
Section should pass a resolution appoint- 
ing such a committee by authorizing the 
president to do so, Personally, I am not 
in accord with this thing. I believe that we 
can have proper amendments made to the 
Federal Reserve Act so that the trust com- 
panies will find it to their advantage to go 
into it. iI think it can be better gotten by a 
committee from the Trust Company Section 
instead of these joint committees, and there- 
fore I feel that if this thing was referred to 
your Executive Committee, they could ap- 
point any special committee, if they wish or 
not, and perhaps that committee could ap- 
pear at Washington and from their particu- 
lar point of view I think we could have a 
great deal more influence and do a great 
deal more for our banks than by having a 
committee of twelve. As I understand it, 
that was merely a recommendation that this 
Section should consider that matter. As I 
see it, the meeting this morning had no 
legislative status at all. Of course, if this 
Section thinks that it is better to do it that 
way, all right. 

The Chairman: Of course, that was not 
binding on us at all. 

Mr. Mason: | think they would get more 
in this method than the one suggested at the 
meeting this morning. 

Mr. Fuller: Mr. Chairman, I believe that 















we would make better progress if this Sec- 
tion should select a committee—as Mr. 
Mason has suggested. The Executive Com- 
mittee is a very large committee—I think it 
would be better to have a selected commit- 
tee of five or seven, with power to appoint 
in case of the organization of such a com- 
mittee from several Sections, as has been 
suggested, a sub-committee of that com- 
mittee of three to represent the Trust Section 
on any such joint committee. My suggestion 
is that a committee of three is too small to 
represent the various elements. My idea is to 
have men from different parts of the country 
so that we would have an abundance of opinion 
rather than to depend on a committee so 
small as three in number. My idea is to 
cover this subject by appointing a commit- 
tee of seven or five—not to exceed seven— 
by the president of our Section, with power 
to appoint a sub-committee. 


Mr. McCarter: I am opposed to the whole 
business. I voted for that resolution this 
morning in order that the final action of 
the Section might be postponed at least one 
year. I do not believe any five, seven or 
any one or any committee of the whole are 
in a position to know what they want at the 
present time. I am not very much in favor 
of a committee taking any action whatever 
at the present time. Let us see how we get 
along, how the new Act works. 


Mr. Foye: I move the matter be laid on 
the table. 

Mr. Chamberlain: I believe we have act- 
ed with the Savings Bank Section, and it 
seems to me they ought to be promptly noti- 
fied at once here of the action of this Sec- 
tion. I believe you are treating the Savings 
Bank Section unjustly if yon do not advise 
them at once. 

Mr. Mason: Mr. Goff, I don’t agree with 
Mr. McCarter at all on this thing. 


Mr. McCarter: That is usual. 


The Chairman: The matter comes up on 
a motion of Mr. Fuller. He moved the ap- 
pointment of a committee of five to confer 
with the Federal Reserve Board and maybe 
with committees of Congress, to secure 
amendments, if possible, to the Federal Re- 
serve Act, making more acceptable the ac- 
ceptance of membership in the Federal Re- 
serve Association by State banks and trust 
companies. That committee, if I -under- 
stand Mr. Fuller’s motion, is to have power 
to designate three to co-operate with com- 
mittees to be appointed in the manner pro- 
vided for their benefit. 

Mr. Mason: I thought it was a comnittee 


not to exceed seven? 
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The Chairman: Yes. 


Mr. Mason: I would like to offer an 
amendment to that, namely, that the matter 
be referred to the incoming Executive Com- 
mittee of the Trust Company Section. 


A Member: I second the motion. 


The Chairman: Are you ready for the 
question? All those in favor of the motion, 
please signify by saying Aye; opposed, No. 
Carried. 


Mr. Foye: Should we not notify the Sav- 
ings Bank Section? 


The Chairman: I don’t know whether we 
will be in a position to advise them of the 
action of the Executive Committee. 


Mr. Foye: I think we ought to advise 
the chairman of the Executive Committee. 


The Chairman: Is the Committee on 
Nominations ready to report? 


Mr. Jackson: Your committee, after very 
lengthy and careful consideration, reports 


the following names for submission to the 
convention: 


R. L. Rutter, vice-president of the 
Spokane & Eastern Trust Company, 
Spokane, Wash. 

Ernest Woodruff, president of the 
Trust Company of Georgia, Atlanta, Ga. 

H. W. Jackson, president of the Vir- 
ginia Tru:t Company, of Richmond, Va. 

Lucius Teter, president of the Savings 
Bank & Trust Company, of Chicago, Chi- 
cago, Ill. 


And overriding his objections because of 
a sense of embarrassment in having his name 
reported to the convention, in deference to 
the wishes of the people who vote, John H. 
Holliday, president of the Union Trust Com- 
pany of Indianapolis, Ind. (Applause.) 

The Chairman: What is your pleasure, 
gentlemen? 


Mr. Dinkins: I move the secretary be in- 
structed to cast a ballot for those five names 
for members of the Executive Council next 
year. 


The Chairman: Are you ready for the 
question? All those in favor, please signify 
by saying Aye; opposed, No. Carried. 

Mr. Fuller: I desire to place in nomina- 
tion for president one of our oldest mem- 
bers in point of service and a most efficient 
man, who has served on almost every com- 
mittee we have had, and served faithfully 
and well; one of our youngest members in 
point of yotth, virility and mind and body, 
and a man who would be an honor to the 
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Section and who, I am sure, would advance 
its cause in every way possible as the pre- 
siding officer. I refer to Mr. Ralph W. 
Cutler, who you all know. ,(Applause.) 

The Chairman: Is there any objection to 
having the ballots cast? I instruct the sec- 
retary to cast the ballot for Mr. Cutler. 

The Secretary: The secretary reports that 
the ballot has been cast. 

The Chairman: All those in favor, please 
signify by saying Aye; opposed, No. Car- 
ried. 

(Mr. Cutler at this point was escorted to 
the chair, taking his seat as President.) 

Mr. Goff: Mr. Cutler, one year ago I had 
the honor of inducting you to the office of 
vice-president. It is a greater honor to in- 
duct you into the office of president and 
confer upon you the insignia of your office. 
You are, as Mr. Fuller has said, a veteran in 
the service; you have merited the promotion 
and the honor that come to you. I be- 
speak for you the same cordial support that 
has been given me during my administration. 

President Cutler: Mr. President, and 
member of the Trust Company Section, I 
thank you most sincerely for the honor you 
have now conferred upon me, but, in order 
to make my-administration a success I shall 
have to call for your cordial co-operation. 
This you have always given me in the past, 
and I am sure you won't fail me in the future, 
in order to make my administration a suc- 
cess, which I hope it will be. The next 
business is the election of vice-president. 

Mr. Mason: I have been on my feet quite 
frequently today. A little while ago I re- 
ceived a most chilling reception on the part 
of this audience assembled here, and there- 
fore it is my turn to do something that 
everybody will heartily approve of. I want 
to say that. Mr. Goff who has just gone out 
of the presidency—that you owe him an obli- 
gation; you owe him a debt that you never 
can pay; in season and out of season he has 
been thinking of your interests all the time; 
working hard, getting old in the service and 
rendering service, I believe? that has equaled 
any president’s services to this Section, and 
I for one (Applause) take great pleasure in 
having the privilege of presenting to you 
(addressing Mr. Goff) just a little cup, a lov- 
ing cup of the size that you always can 
drink out of. (Presenting Mr. Goff with a 
loving cup.) God bless you and keep you, 
and Mrs. Goff, too. (Applause.) 

Mr. Goff: Mr. Mason, I cannot help but 
be deeply touched by what you have said. I 
am doubly grateful for the beautiful gift you 
have made. Jt will be a lasting remem- 
brance with the lengthening of the shadows 


and of the pleasant and agreeable times | 
have had in my association with you, and I 
hope of the lasting friendships I have made. 
(Applause.) 

Mr. Jackson: Mr. President, is it in or- 
der for me to make a motion for the election 
of the office of first vice-president? 

President Cutler: Yes. 


Mr. Jackson: I would like to offer for 
that office a man who has been conducting 
affairs in his sphere of this Association, one 
who is most able. Some one has said today 
that the Executive Committee, some of 
them, had complained that they had not 
enough to do. I may say that he complained 
that he did not have enough to do, but I 
think he had more than enough to do, and 
he did it well. On the shoulders of the 
chairman of the Executwe Committee falls 
a great deal of the work for the year. He 
has discharged that and you have heard his 
eloquence so that you know he still has a 
voice. Seriously speaking, however, I want 
to offer the name of Mr. John H. Mason, 
your present chairman of the Executive Com- 
mittee, for the office of first vice-president 
of the Section. (Applause.) 

Mr. Dinkins: I second the nomination and 
move that the nominations be closed. 

President Cutler: Those in favor, please 
signify by saying Aye; opposed, No. (So 
ordered.) 

Mr. Dinkins: I want to say that I have 
been a member of this Section ever since its 
organization, and I think Mr. Mason has 
made one of the most efficient chairmen of 
the Executive Committee that we have eve- 
had. He is not as handsome as Mr. Jack- 
son, but in every other respect he is his 
equal. (Applause.) 

President Cutler: The secretary is in- 
structed to cast a ballot for Mr. John H. 
Mason for the office of first vice-president. 

The Secretary: I beg to report that the 
secretary has cast the ballot for Mr. John 
H. Mason for first vice-president, as in- 
structed. 

President Cutler: And I am happy to de- 
clare Mr. Mason elected. Now, will Mr. 
Dinkins and Mr. Jackson escort Mr. Mason 
to the chair? 

(Mr. Dinkins and Mr. Jackson escorted 
Mr. Mason to the chair accordingly.) 

President Cutler: Mr. Mason, it gives me 
a great deal of pleasure to pin that badge on 
your coat (pinning badge on Mr: Mason’s 
coat). You have earned promotion. 

Mr. Mason: Here I am again. I want to 
thank you all for letting Mr. Cutler pin this 
police badge on my lIapel. (Laughter.) I 
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Mr. Bank Cashier, this advt. is for you 


It is intended to interest you in a new method of filing—a method 
that is peculiarly adapted to your requirements. 

We call it the L. B. “Automatic Index.” 

Why? Because it indexes itself automatically. 


It is quick—gquick in, quick out. 


It is correct—because it provides a check agairist errors. 
Scores of banks have adopted it. Let us give you their names. Then 
write and ask them why they changed and whether they are gla 


they did. 


Library Bureau 


Founded in 1876 
Manufacturing distributors of card and filing systems. Unit cabinets in wood and steel 


New York 


Boston 
43 Federal St. 316 Broadway 





Chicago 
6 N. Michigan Ave. 


Philadelphia 
910 Chestnut St. 











am quite sure that * ou all fully realize that 
there is nothing pre-arranged here. This 
thing is all spontaneous. (Laughter.) It 
was on the spur of the moment. Mr. Jack- 
son nominated me and he is one of my keen 
competitors in Philadelphia, and I suppose 
that means I must not take any of his busi- 
ness any more. I thank you very much. 


President Cutler: Will you allow the 


Executive Committee, as usual, to fill any’ 


vacancies that may occur in the list of vice- 
presidents? I hear no objection, so that 
course will be adopted. 





Mr. Jas. C. Cunningham, Vice-President . 
Union Trust & Savings Bank, Spokane, 
Wash!: I move that a resolution be offered 
to the family of our old-time friend and offi- 
cer of this Association, the late Mr. Kauf- 
man. I move, sir, that a resolution be 
adopted and the secretary be instructed to 
transmit the same to his family. 

President Cutler: Gentlemen, all in favor 
of the motion, please signify by saying Aye; 
opposed, No. Carried. 

On motion of Mr. McCarter the meeting was 
then adjourned, sine die. 
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THe New Yorx TRUST 


CGoMPANY 


26 BROAD STREET 
NEW YORK 


Capital, $3,000,000 


MORTIMER N. BUCKNER ) 
FREDERICK J. HORNE 
JAMES DODD, Treasurer 


HERBERT W. MORSE, Secretary 


OTTO T. BANNARD 

S. READING BERTRON 
JAMES A. BLAIR 
MORTIMER N. BUCKNER 
JAMES C. COLGATE 
ROBERT W. de FOREST 
JOHN B. DENNIS 
JOSEPH P. GRACE 
BENJAMIN S. GUINNESS 
CHARLES W. HARKNESS 


Surplus and Profits, $11,600,000 


Designated Depository in Bankruptcy and of Court and Trust Funds 


OTTO T. BANNARD, President 


CHARLES E. HAYDOCK 
ARTHUR S. GIBBS 
H. WALTER SHAW 


Vice-Presidents 


| Assistant 
Secretaries 


MONTROSE STUART 


TRUSTEES 


F, N. HOFFSTOT 
ARTHUR CURTISS JAMES 
FREDERIC B, JENNINGS 
WALTER JENNINGS 
CHAUNCEY KEEP 
DARWIN P. KINGSLEY 
JOHN J. MITCHELL 
JAMES PARMELEE 
GEORGE W. PERKINS 


JOHN S, PHIPPS 

E. PARMALEE PRENTICE 
EDMUND D. RANDOLPH 
NORMAN B. REAM 

DEAN SAGE 

B, AYMAR SANDS 
JOSEPH J. SLOCUM 

JOHN W. STERLING 
JAMES STILLMAN 
MYLES TIERNEY 


' Member of the New York Clearing House Association 
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FORTIETH ANNUAL CONVENTION 
OF THE 


American Bankers’ Association 


HELD AT RICHMOND, VA., OCTOBER 12 TO 16, 1914 





It is no exaggeration to state, that in view 
of the severe strain upon credit and trade 
relations as a corollary of the European war 
and adjustment to the new Federal Reserve 
banking system, the attention of the American 
people was focussed as never before upon the 
proceedings of the annual convention of the 
American Bankers’ Association held at Rich- 
mond, Va. It afforded the first opportunity 
since the war for the bankers of every section 
to meet face to face and exchange their hopes 
and mayhap their fears as well. But what 
must have impressed the observer at this 
gathering, in this historic center of the Con- 
federacy, was the firm, confident spirit which 
characterized the 2,200 delegates as to the 
ability of this nation to meet every contingency. 
There was also a pronounced feeling that upon 
the bankers rested the most solemn and trying’ 
responsibilities in restoring the machinery of 
exchange, of banking and trade upon a normal 
basis. More than that, there was also the 
realization that the bankers must stand, shoul- 
der to shoulder with the authorities at Wash- 
ington, with the representatives of business 
and industry in order to develop and extend 
our trade relations and in blazing new traik. 

It was doubtless due to absolute confidence 
in the ability of the bankers of the large finan- 
cial centers and the Government officials to 
master the immediate problems of the day that 
the convention did not discuss in open session 
the foreign exchange situation, emergency cur- 
rency and other expedients. Instead the dele- 
gates confined their attention almost entirely 
to practical questions in regard to the Federal 
Reserve system, and the need of greater zeal 
on the part of bankers in helping to produce 
enlightened public opinion on political or legis- 
lative topics. With sledge-hammer force and 
directness President Arthur Reynolds, in his 
opening address, pointed out: the path which 
bankers must follow in order to re-establish 
correct relations between law-making bodies 
and business. 

One of the most interesting features of the 


convention was the address by Congressman 
Carter Glass, chairman of the House Committee 
on Banking and Currency, and whose hand de- 
vised the groundwork of the Federal Reserve 
Act. He was perhaps a little too self-lauda- 
tory as to his authorship of the bill but he 
performed the herculean feat of arousing an 
audience of 2,200 bankers to manifestations of 
enthusiasm which were not expected, in 
view of the doubts entertained as to the practi- 
cal wisdom of many of the principles of cur- 
rency reform for which he was sponsor. He 
answered many of these objections from the 
platform and perhaps threw some new light 
on the reasons which prompted Government 
control of the Federal Reserve Board, the 
powers conferred upon that body and the 
Government, backing of note issues. On one 
point, at least, he agreed with President Rey- 
nolds, and that was in criticising the tremen- 
dous power lodged in the Secretary of the 
Treasury in the shifting or withholding of 
Government deposits. 

That famous past-master of eloquent oratory, 
Martin W. Littleton of New York, was also 
in fine feather when he delivered his address 
on “The Will of the People.” His plea for an 
organized democracy ds the medium for a true 
expression of the will of the people was par- 
ticularly trite in view of the tendencies of the 
present day to depart more and more from 
the Magna Charta of our Government, namely, 
the Declaration of Independence. Mr. Little- 
ton’s utterances contained a* powerful indict- 
ment against thosé misguided politicians and 
men: in legislative assemblies who would sub- 
vert our ideals and rights to visionary and 
vicious doctrines. 

The address of Charles S. Hamlin, Governor 
of the Federal Reserve Board, was one which 
conveyed assurance to the hankers that the new 
law would bring powerful agencies into play 
in curing the chronic ills of the present bank- 
ing and currency system, aggravated by the 
European war situation. He also dwelt upon 
the strong position of the United States Treas- 
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ury and the National finances in counteracting 
such influences. Important addresses were also 


-delivered in connection with the “Agricultural 


Symposium.” Other addresses were delivered 
by Director Logan Waller Page, of the Office 
of Public Roads, U. S. Department of Agricul- 
ture, Washington, D. C., on “Fundamental 
Problems in Highway Improvement.” Edward 
K. Graham, president of the . University of 
North Carolina, Chapel Hill, N. C, “The 
Banker and the Larger Citizenship.” Dr. 
C. G. Hopkins, Department of Soil, Univer- 
sity of Illinois, Champaign, IIl., delivered a 
very instructive address on “Soil Fertility: 
Greatest Necessity and the Best Investment,” 
and J. D. Eggleston, president: of the Virginia 
Polytechnic institute, Blacksburg, Va., on “Edu- 
cating the Producer.” 

At the opening business session of the Ameri- 
can Bankers’ Association addresses of welcome 
were delivered by Governor Henry C. Stuart 
of Virginia, Mayor George Ainslie of Rich- 
mond and Col J. B. Purcell, president of the 
Richmond Clearing House Association. A fe- 
licitous response was made to their hospitable 
expressions by President Reynolds, who then 
presented his annual address. 


President Reynolds on New Reserve Sys- 
tem and Political Duties of the Banker 


There was nothing purely academical or 
abstruse about President Arthur Reynolds’ an- 
nual address at the opening session. He de- 
voted himself to those issues of the day and 
those problems in banking and politics which 
are uppermost in the mind of every banker as 
well as business man. In his prefatory he 
sketched the conditions in our National bank- 
ing and credit system which called for revision 
and led to the enactment of the Federal Re- 
serve Act. Ele assumed the position that, al- 
though the National banks were compelled to 
enter the new system under penalty of forfeit- 
ure of their charters, they have now sub- 
merged their personal opinions and propose to 
give their wholehearted co-operation in ren- 
dering it practical and effective. President 
Reynolds, however, subjected various provi- 
sions of the Act to critical analysis, and speak- 
ing of the alternating doubts as to whether it 
will create contraction or expansion of credit, 
he said: 


Avoiding Pitfalls in New Banking System 


“It may be said that the reduction in the 
reserve requirement of the National banks 
under the new law will release funds to 
alleviate the strain, and so, indeed, it will, 
if the banks will use them for that purpose. 

“It may, however, be pointed out here 
that a statutory reserve is not necessarily 


a safe reserve, as the reserve require- 
ment of every properly managed bank de- 
pends upon the character of its business, 
rather than upon legal enactment. 

“The rule of the banker must be ‘safety 
first,” regardless of contraction. He owes 
this duty to both his depositors and stock- 
holders. What, then, will be the course 
of those managing the Federal Reserve 
banks? They must cause a contraction of 
credit if they keep impounded the means 
to at all times relieve distress, and if they 
rediscount at once and freely, they deprive 
themselves of the ability to do so. It will 
require rare wisdom, indeed, to meet so 
contradictory a situation. 

“If we had any assurance that the 
Federal Reserve bariks would hold large 
deposits aside from those which the Gov- 
ernment may place with them, there might 
be a workable margin, but as both the 
capitalization and deposits of the reserve 
are forced, I see no inducement for mem- 
ber banks to keep active accounts with the 
Federal Reserve banks beyond the amount 
of the required reserve. Their commer- 
cial relations with the other banks of the 
country will’ always be more produttive, 
and at the same time conform to the natu- 
ral trend of business; besides which they 
now receive interest on their daily bal- 
ances kept with their correspondents. 

“The expansion of credit in the opera- 
tion incident to rediscounting by the Fed- 
eral Reserve banks will become apparent 
immediately upon its consummation, and 
by the injection of the notes at the same 
time expand our circulation. I have not 
yet heard any argument advanced which 
justifies the conclusion that they will be as 
rapidly retired when they have served 
the purpose of issue. Under present meth- 
ods, if the customer of a bank obtains the 
use of credit, whether it be an individual, 
another bank or corporation, the ‘extension 
of credit takes some form of a credit 
instrument which does not remain in ex- 
istence for more than a few days and 
works no increase in our circulation. To 
the extent, therefore, that the notes of 
the Federal Reserve banks remain in the 
hands of the people and in the possession 
of other banks they will be redundant. 

“No continued effort to retire any of our 
circulating medium has ever been made 
since the Civi! War. The National bank 
notes have shown a steadily increasing 
volume. The endeavor of the Government 
to reduce the amount of the legal tender 
notes was in response to public demand, 
discontinued shortly after its inception, 
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and over $340,000,000 of this class of cur- 
rency is still in use. As there is only a 
partial retirement provided forein the bill 
it will depend upon the Fedeval, Reserve 
banks themselves, and upon the judgment 
of their directors te determine when, and 
to what extent, they shall prevent undue 
expansion of the new currency.” 

President Reynolds then discussed the Fed- 
eral Reserve system from the standpoint of 
possible influence upon the profits of the bank- 
ing business, and whether the rates of interest 
will be governed by the law of supply and 
demand. He also pointed out the advantages 
which are offered under the new system in the 
establishment and maintenance of a foreign 
exchange market, especially desired in view 
of prevailing conditions. Mr. Reynolds also 
deplored the continuance of the United States 
Independent Treasury system and the tremen- 
dous discretionary power in controlling credit 
and money vested in the Secretary of the 
Treasury. He contended that the Advisory 
Council of bankers to confer with the Federal 
Reserve Board, as well as the exccilent men 
elected to the latter and the Reserve bank 
directorates, will go far toward the proper so- 
lution of the many problems to be encoun- 
tered in establishing the new system. 


A Clarion Call to the Banks to Help Guide 
Public Opinion 

Enthusiastic applause greeted President Rey- 
nolds’ vigorous appeal for greater activity and 
co-ordinate influence on the part of the banker, 
_ either individually or through association, in 

shaping public opinion on questions of the day 
concerning business and finance. He protested 
against the obstructive influence of present day 
political tendencies upon business generally, 
which makes economic policy subversive to 
political policies. 

“The time has come,” said President 


home by the citizen, the man from whom. 
the law-maker holds his commissign. 
Denying the assumption that the business 
man has no place in politics, let him now 
find his true place, and by an independent, 
fearless exercise of his rights as a citizen, 
acquire his share of influence in the mak- 
ing ot the law, as well as its administra- 
tion. 
Individual and Associated Effort 


“In a democracy, where the majority 
rule, ballots are the most effective argu- 
ment with the office holder. -The influence 
exerted by this association and the vari- 
ous State bankers’ associations throughout 
the country, supplemented by the individ- 
ual efforts of the bankers and business men 
in their own localities, constitute a force 
that properly directed may yet give us 
that share in the making of the laws to 
which we are entitled. 

“This country is dotted over with small 
country banks, usually managed by men 
of prominence in their own communities, 
and their appeals to the home Congress- 
man may be made more effective by active 
participation in his campaigns than by a 
passive acceptance of the gifts that fate 
may otherwise bestow. 

“Regardless of the activities of the re- 
formers who would have the people be- 
lieve that the banker is not to be trusted 
in matters in which he is directly interested, 
I feel sure that the general business pub- 
lic with whom the banks come in close 
touch recognize in the banker a force for 
good in the community in which he resides, 
and the daily expression of those human 
qualities which make for confidencé and 
honest handling of affairs have established 
the banker as a friend of the people and 
worthy of any trust.” 
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Reynolds, “when we must take a more ac- 
tive part in the practical politics of the 
day, for the banker and business man to 
wield that influence in our Government to 
which they are entitled must make more 
effective use of their citizenship in the 
future. 

“Heretofore we have contented ourselves 
by forwarding or adopting resolutions; 
now we must resort to individual effort 
and must ourselves take part in the work 
instead of relying solely upon the Cham- 
ber of Commerce, the local ‘Board of 
Trade, or the State Bankers’ Association. 

“These organizations have done well and 
from their representative character are 
justly entitled to be heard, but such work, 
to be effective, must be supplemented at 


In closing President Reynolds gave warning 
of the ill effects of a continued policy of deny- 
ing the reasonable requests of railroads, upon 
the holders of American investments in Europe, 
which would invite liquidation and compel 
greater exports of gold. 


* * * 


Annual Report of General Secretary. 
Farnsworth 

The varied administrative and departmental 
activities of the American Bankers’ Associa- 
tion were summarized in the annual report pre- 
sented by General Secretary Frederick E. 
Farnsworth, following the president’s address. 
There is clock-work system and unity of ac- 
tion which accounts for the greater efficiency 
in the offices of the general secretary in New 
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York City. The membership of the associa- 
tion shows an increase of 620 during the past 
year, making the total 14,720." In his report 
Secretary Farnsworth gives in detail the mem- 
bership and their classification, according to 
States. The States of Pennsylvania, Illinois, 
Texas, North Dakota and South Dakota have 
increased their membership during the past 
year so as to entitle each to an additional mem- 
ber on the Executive Council. The banner 
State for membership is New York with 1,003 
enrolled; Pennsylvania second with 925, and 
Illinois third with 914. The amendments to 
the constitution, adopted at the last conven- 
tion, have also resulted in a fair and impartial 
representation on the Executive Council. 
Secretary Farnsworth reviewed briefly the 


work of the different sections, including the: 


Trust Company Section, Savings Bank Sec- 
tion, Clearing House Section, the State Secre- 
taries’ Section, and the American Institute of 
Ranking. Referring to the Journal-Bulletin, 
the official publication of the association, the 
secretary pointed out its usefulness to members 
in the dissemination of information of practi- 
cal interest to members. The report also calls 
attention to the legal department, ‘the active 
plans fathered by the State associations, and 
the work accomplished during the past year 
hy the standing committees, the Currency Com- 
mission, Agricultural Commission, and of the 
Protective Committee. Attention is also given 
to the facilities provided by the library and 
reference department and there is a recom- 
mendation for the establishment of a new 
“Department of Public Relations” to promote 
publicity and the publication of education in- 
formation through the press. In conclusion, 
Secretary Farnsworth paid a high tribute to 
Richmond, the convention city, both from the 
historical standpoint and because of its com- 
mercial and financial achievements. 


Report of the Treasurer 


Treasurer W. J. Hoopes of Galveston, 
Texas, submitted a gratifying’ report as to the 
finances of the American Bankers’ Association. 
His statement showed that, despite the in- 
creased expenditures because of the greater 
efficiency of the organization, the cash on hand 
at the end of tke fiscal year is approximately 
$15,000 larger than has been shown since 1907. 
In August, 1914, the treasurer received from 
the secretary's office 14,267 drafts on account 
of dues for the current year, aggregating 
$230,030. Tlic surplus funds of the association 
are invested in high grade securities, which are 
in the custody of the- Bankers’ Trust Company 
of New York under control of the Executive 
Council. The securities held are as follows: 


$12,000 Chicago, Burlington & Quincy Joint 4’s 
of 1921; $30,000 Atchison, Topeka & Santa Fe 
4 per cent. Bonds of 1995: $50,000 Chicago, 
Burlington & Quincy, Illinois Division, 4 per 
cent. Bonds of 1949; $30,000 New York City 
Registered Corporation Stock 3% per cent., due 
1940. 
Annual Report of General Counsel 


The annual report of General Counsel 
Thomas B. Paton was largely devoted to a 
resumé of the duties devolving upon his de- 
partment in connection with the adjustment of 
income tax regulations, recommendations in 
regard to modification of the proposed prohi- 
bition against interlocking directorates in the 
anti-trust legislation before Congress and in 
relation to emergency revenue legislation. Re- 
ferring to the Federal Income Tax law the 
report of General Counsel Paton recalls the 
efforts made to secure various modifications. 
Following its enactment the legal department 
was called upon to aid in intérpreting the 
various regulations as applied to banks and 
trust companies as collecting agents. Although 
a strong sentiment favored action on the part 
of the association to institute a test case as 
to the constitutionality of the law it was de- 
cided, according to the General Counsel, to 
confine action to an effort to secure amend- 
ments doing away with the “collection at the 
source” feature or for an alternative amend- 
ment providing for information at the source, 
eliminating deductions and collection. 


Interlocking Bank Directorates 


General Counsel Paton reports that energetic 
steps have been taken to bring about a modifi- 
cation of the “Interlocking directorate” pro- 
visions of the Clayton bill which is included in 
the Congressional anti-trust legislative pro- 
gram. As originally framed the bill prohibited, 
after two years, a person from at the same 
time being director, officer or employee of 
two or more National banks or other banks, 
members of the Federal Reserve system, and 
also prohibited a private banker and a direc- 
tor in any State bank or trust company from 
being a director in any National or other bank, 
having membership in a Federal Reserve bank. 
As a result of conferences held at Washington 
the Clayton bill as passed by the House June 
5th, contained some modifications, including 
the elimination of mutual savings barks from 
its provisions, and providing that no person 
could at the same time be an officer cr direc- 
tor of two or more National banks where 
either had deposits, capital, etc, aggregating 
more than $2,500,000, and prohibiting private 
barkers or directors of State banks and trust 
companies having deposits, capital, etc., of more 
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than $2,500,000, from being dirgctors in Na- 
tional banks. There was also a provision that 
the law shold apply to cities exceeding 100,000 
in population. It was further provided thpt 
the officer or director could be associated with 
not more than one bank or trust company 
where the entire capital of one was owned 
by the stockholders of the other. As a result 
of further protests and efforts on the part of 
banking interests the Senate Committee on Ju- 
diciary decided to strike out the “interlocking 
directorate” prohibition clauses, but they were 
again inserted in the Clayton bill by the Senate 
conferers. The only changes were that the 
capital and deposit limitation was increased to 
$5,000,000 and the population of the cities to 
which the prohibition applied was increased 
from 100,000 to 200,000. The-conference com- 
mittee report was adopted on October 5th by 
the Senate by a vote of 35 to 24 and it is 
likely that the bill will be enacted, thus mak- 
ing the interlocking directorate clauses effec- 
tive two years from the date of the President's 
approval. 

General Counsel Paton also describes, in his 
report, the protests made against features ‘of 
the “war tax” bill applying to the tax on bank 
capital, surplus and undivided profits. He ad- 
vises that it has also been impossible to se- 
cure any action in Congress in favor of the 
Pomerene bill relating to Bills of Lading or 
the ultimate adoption of a Uniforin Bill of 
Lading. Mr. Paton reports that progress has 
also been made in securing the enactment of 
the Uniform Negotiable Instruments Act in 
several more States. Considerable time, on the 
part of the legal department, was devoted to 
furnishing legal information and answering in- 
quiries from members. 


Report of Protective Committee 


As secretary of the Protective Committee 
Mr. Farnsworth reported that from Septem- 
ber 1, 1913 to August 31, 1914, the operations 
against criminals resulted in 308 arrests, with 
143 cases pending, 261 convictions and 94 re- 
leased, escaped or dead. The loss sustained 
by members through burglaries amounted to 
$18,438, while non-member banks lost $75,785. 
The Protective Department has 4,000 photo- 
graphs of criminals with a complete record of 
each. It is also announced that the Wm. J. 
Burns International Detective Agency, Inc., 
now has 2! offices in this country and also 
offices in other countries. Attention is called 
to the blow given to “note-kiters” by the con- 
victions recently obtained. L. W. Gammon is 
manager of the Protective Department. 


329 





Herperr W. Jackson 
PRESIDENT IHL VIRGINIA TRUSE COMPANY OF RICHMOND, WHO 
WAS ELECTED A MEMBER OF THE EXECI)TIVE COMMITTEE OF 
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Resolutions, Amendments, Elections, etc. 


The business sessions of the convention were 
productive of several important resolutions and 
amendments to the constitution of the parent 
association. One of the resolutions called for 
changes in the I'ederal Reserve Act in cen- 
nection with the admission of State institu- 
tions, and another emphasized the need of a 
fair hearing for railroads before the Inter- 
state Commerce Commission. A new depart- 
ment was also created to be kpown as the “De- 
partment of Public Relations” to disseminate 
information in the press and otherwise regard- 
ing leading questions affecting banking inter- 
ests. The amendments to the constitution pro- 
vided for membership in both the Trust and 
Savings Bank Sections with, however, the 
privilege of voting confined to one section, and 
conferring authority on the Executive Council 
to fix convention cities. 

William A. Law, vice-president of the First 
National Bank of Philadelphia was clected 
president of the American Bankers’ Assovia- 
tion, and James K. Lynch, president of the 
first National Bank of San Il*rancisco, was 
chosen first vice-president. Seattle, Wash., was 
selected as the next convention city. 
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SAVINGS BANK BONDS IN THE LIGHT OF RECENT 
DEVELOPMENTS 


A. M. HARRIS 
Of Harris, Forbes & Co., New York 
Address before the Savings Bank Section, American Bankers’ Association, October 13, 1914 





The subject which it has been suggested 
that 1 discuss with you today is “Savings Bank 
Bonds in the Light of Recent Developments.” 
That it is not in the dark of recent develop- 
ments is my conviction; for I am sure you 
gentlemen share with me the knowledge that 
to allow a temporary. and present unfortunate 
state of affairs to exert a dominant effect upon 
one’s judgment of the past: or of the future 
is as bad for one’s disposition as for, one’s 
pocket. A present calamity is always the worst 
that has eyer happened. Look back through 
history and you will find it so. ~ It seems to 
me that most of us have paid too much atten- 
tion to the obvious and apparent things in 
regard to the European War. We all know 
that a large amount: of fixed capital is being 
destroyed and it is natural to assume that this 
inevitably means generally higher rates of in- 
terest for money. It is at least doubtful, how- 
ever, if the obvious conclusions which are being 
drawn are 100 per cent. true, and in fact if 
some of these conclusions are even correct to 
any considerable extent. 

Few realize, for instance, what a wave of 
economy is sweeping over this country, and 
the effect it may have on the amount of new 
available investment capital. It is unquestion- 
ably true that never before in the history of 
this country has there been such a widespread 
movement of economy, which extends not orly 
to personal expenditures, but also to the ex- 
penditures of corporations and business ‘houses 
generally. Following the panic of 1893 there 
ensued a general movement of economy. This 
economy, however, differed radically from that 
which we are witnessing at the present time. 
The panic of 1893 was followed by general in- 
dustrial prostration and a large percentage of 
unemployed in every line of industry. Still the 
economy of that period resulted within a few 
years in the greatest accumulation of invest- 


ment capital we have ever seen and a general - 


upward movement of the prices of securities 
which continued uninterruptedly for nearly ten 
years. 


The economic and industrial conditions at 
the present time are not to be compared with 
those following the panic of 1893. Aside from 
certain industries and businesses which have 
been especially affected, there is employment 
throughout the country. The wave of economy, 
therefore, means a much more enormous and 
rapid accumulation of capital than ever oc- 
curred before. 

The economic losses resulting from wars are 
usually exaggerated, as shown by the indus- 
trial conditions which exist when peace is re- 
stored. It is estimated that the European War 
is costing as high as $50,000,000 a day. This is, 
of course, a huge sum. But you must remem- 
ber that you are dealing with huge figures all 
around. The population of the nations directly 
engaged in the European War is over 300,000,- 
ooo. An average saving of only sixteen cents 
a day for this number of persons would amount 
to over $50,000,000 a day. It should also be 
remembered that the destruction of battleships, 
forts, gunpowder, etc., is not a new loss of 
capital. This was paid for before the war 
started and the loss of capital occurred when 
these articles of war were constructed and 
manufactured during times of peace. In fact 
the great losses of capital and economic wastes 


‘occur during times of prosperity, whereas capi- 


tal is accumulated during periods of depres- 
sion. Certainly never before in the history of 
this country has there been such a wave of 
economy. With a population of 100,000,000 in 
this country, it would require only a relatively 
small reduction in wasteful expenditures for 
us to accumulate a saving amounting to hun- 
dreds of millions of dollars a month. 

This wave of economy which is sweeping 
over the country is of the greatest importance 
to you. It means that persons who have never 
previously been in the habit of saving will 
begin opening savings accounts and that others 
who already have savings accounts will in- 
crease the size of these accounts. If this re- 
sult occurs it will mean that you will not be 
called upon to sacrifice your holdings of high 
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grade investments at the present depressed 
prices. In other words, you will not be called 
upon to suffer any actual losses in your invest- 
ments but will be able to continue to hold these 
bonds until they mature, when you will re- 
ceive in payment their par value, or just what 
you expected when you purchased them. 

In addition to the wave of economy there is 
the wonderful outburst of individual enterprise 
that invariably follows a war. Explain it in 
whatever way you please, it is nevertheless a 
fact that the greatest enterprise, the greatest 
energy, the greatest ingenuity, invariably imme- 
diately follow a great war. It is this combina- 
tion of conditions which probably explain the 
rapidity from which people often recover from 
the devastating effects of a war. Gentlemen, 
the world moves by tides, not by waves—fierce 
as the latter may seem as they strike one. And 
according to the tides should one’s judgments 
be made. I am sure that no one familiar with 
the sound industrial and economic structure of 
this country can believe that the high tide of 
this country’s prosperity has been reached. 

In a discussion of savings bank bonds one 
finds one’s self touching upon, if not the largest 
phase of the investment business, certainly one 
of the most important, one of the most exact- 
ing and one to which investment bankers are 
giving a deeper study than perhaps many of 
you realize.- In fulfilling few other investment 
requirements is the element of responsibility 
so constantly present. The restrictions which 
our savings bank laws place around your 
choice of investments are often of more seem- 
ing than real value. To invest wisely under 
the prescribed limitations requires'a knowledge 
of conditions at the time of investment which 
is impossible save to those who are intimately 
in touch with the situation from day to day. 
I would now like to touch as briefly as the 
complex nature of the subject allows, on the 
two main groups of bonds available for sav- 
ings bank investment. 

First, municipal bonds, and by this group I 
comprehend all such. obligatigns as are issued 
by communities—National, State, city or dis- 
trict—and such as depend for the payment of 
principal and interest upon the taxing power 
of the community in question. It is this group 
that has been found of late in particular favor 
by savings banks. There has never been a 
time when the savings banks did not naturally 
prefer as large a proportion of municipal 
bonds among their holdings as possible, but the 
relatively smaller income on ‘this class of se- 
curities led to the investment in those securi- 
ties paying the higher rate of interest. With 
the larger number of eligible municipal bonds, 
due to changes in recent years in the Savings 


Bank Acts, has come a relatively higher in- 
come, and has no doubt largely accounted for 
the larger proportion of savings bank invest- 
ments in the last few years being made in that 
class of security. We hear much of municipal 
extravagances and the increasing public debts 
without very much intelligent discussion on the 
other side of the question. I venture to make 
the statement that the average municipality 
today, with twice the debt which it had ten 
years ago, is really less debt burdened than 
was that community a decade ago. Even the 
younger men of us can remember when mu- 
nicipal expenditures for public improvements 
were almost wholly confined to non-productive 
purposes, such as streets, sewers, public build- 
ings, returning no cash income, etc., and whena 
publicly owned water works was the occasional 
exception to this rule. Since that time most 
of the larger municipalities have spent large 
sums, and most of it rather wisely, for the 
acquisition or construction of income produc- 
ing properties. The result has been that such 
expenditures have represented no burden upon 
the taxpayer from year to year, but rather 
have tended to bring in an actual net revenue. 
This situation has been recognized in a small 
degree in the Savings Bank Laws where under 
certain conditions the proportion of indebted- 
ness to taxable values allowed has been in- 
creased. I think it is only fair to say that 
these increases have been smaller than might 
have been fully justified by a careful con- 
sideration of the subject as a whole. 

There has been one other noteworthy change 
throughout the country on municipal indebted- 
ness which has also received little general dis- 
cussion, although we know that most savings 
bank officials are aware of the change and 
have either consciously or unconsciously given 
consideration to it in the making of their in- 
vestments. I refer to the more scientific regu- 
lations in the creation of municipal indebted- 
ness and the provisions for its payment. It is 
not many decades ago when the creation of 
a municipal indebtedness was accompanied by 
little or no provision for the payment of the 
debt itself, it being deemed sufficient that provi- 
sion be made for the interest, the principal 
being allowed to be refunded. This is de- 
cidedly the exception now and those States 
which have neglected to improve their laws in 
this respect are today suffering through the 
higher cost of borrowed money. A concrete 
case of this disposition to pay off indebtedness 
within a reasonable length of time is the Massa- 
chusetts law. This requires the issuance of 
serial bonds, the longest maturity of which 
shall be within the life of the improvement 
made with the proceeds of the issue. A simi- 
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lar law now applies to certain classes of mu- 
nicipalities in New York State. The recent 
loan by New York City carried with it a con- 
tractual relation with the banks which made 
the loan whereby a large amount of financing 
which would have been spread over the usual 
50-year period, will, instead, be made on the 
basis of a serial loan not to exceed fifteen 
years. 


It may interest some of you gentlemen in 
your leisure moments to study the last two 
reports of the Census Bureau of the United 
States, which I believe is known as the “Census 
of Commerce and Labor.” These give the 
assets of all of the larger municipalities in 
the United States and are so subdivided that 
the non-productive assets are shown separately 
from the “salable assets.” Included in this 
latter class are real estate and buildings, water 
works, park lands, etc., as distinct from street 
pavements, sewer improvements, etc., which, 
though valuable, are not what might be termed 
salable assets. For instance, in answer to the 
criticism that the debts of New York City 
were mounting up very rapidly and that large 
amounts of the money were unwisely spent, 
my firm had occasion in 1910 to make a very 
careful analysis of this point, one of the most 
striking results of which was to show that the 
salable assets of the city were over $1,000,000,- 


000, a sum much greater than the total bond 
debt. 


These points are only a few of the many 
which upon a careful siudy would convince 
you that municipal extravagance, which has 
certainly existed in recent years, and which 
can be depended upon to go hand-in-hand with 
prosperous times, has been more than kept 
pace with by conservative limitations and that 
there has never been a time when municipal 
bonds selected with due care have been more 
sound. 


We now come to corporate securities, the 
obligations of railroad and other public utility 
companies. The ultimate security of this group 
is, as you know, the earning power of the 
obligor corporations. Of this group failroad 
bonds are the most largely held by savings 
banks, and, in view of recent developments, de- 
mand particular attention. 

It is a current impression that savings bank 
holdings of railroad bonds are growing 
smaller. This impression probably has its basis 
rather in the recent unfavorable attitude toward 
railroad securities than to the facts of the 
case. Taking the figures of the entire country, 
one finds that the holdings of railroad bonds 
by savings banks have increased in the last 
four years in the amount of over $50,000,000. 
Four years ago railroad holdings comprised 53 


per cent. of the total bond holdings; they now 
comprise 49 per cent. Looking into those 
States where savings bank investment require- 
ments are closely restricted, one finds that in 
New York, for example, the railroad holdings 
now total about $274,000,000, or 36 per cent. of 
all bonds held, as against $250,000,000, or 37 
per cent. of all bonds held four years ago. 
While, therefore, actual railroad holdings have 
increased, the amount, relatively speaking, 
shows a slight decline. A more significant de- 
cline has been in the market value, and this 
has been precipitate in the past four years. 
The market value of the total bond holdings of 
every character of New York savings banks 
four years ago was $5,000,000 below the par 
value. At the first of this year it was $41,000;- 
000 below. 


I may not here go into the manifold factors 
that have governed the railroad situation. 
There are few problems which illustrate so 
practically as does this one the dictum that 
“A little knowledge is a dangerous thing.” 
Those whose work lies in the railroad field— 
be it in the nature of regulation or of opera- 
tion or of financing—have to do with the 
largest single industry in the United States, an 
industry that represents a capitalization of 
¢20,000,000,000, or more than one-sixth of the 
nation’s entire wealth. More significart per- 
haps than the size and importance to which 
the railroad industry has grown is the fact 
that its size and importance is still growing 
and that by its nature its demands upon capital 
must continue. For railroad property is nor- 
mally and essentially property in motion. We 
see reports of the many millions invested in 
right-of-way, in structures and bridges, in 
equipment and in terminals. We learn of. the 
great tonnage capacity of modern freight cars 
and the wonderful speed of passenger trains. 
All these we may understand, but more im- 
portant to understand is the financial signifi- 
cance of this aggregate motion of this incessant 
wear and tear going on daily through the year 
and decade without beginning and without end. 
The more vital the railroad has grown to our 
industrial life the higher have been the de- 
mands upon its efficiency. This is the clue to 
the continuity of its demands upon capital— 
demands which average in this country alone 
around $1,000,000,000 every year. In dealing 
with the American railroad industry one deals 
not only with immense figures but with im- 
mense possibilities. 


So you must see, gentlemen, that your in- 
terest in railroad obligations made in the past 
is linked, of necessity, with the future. That 
this interest be intelligent is paramount. For 
I repeat, in this situation “a little knowledge 
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is a dangerous thing.” Those whose influence 
is determinative in the railroad situation must 
have genuine knowledge. I will not undertake 
any comment as to whether those whose 


sphere is regulation have this requisite knowl- | 


edge or as to whether the general public, not 
able, naturally, to possess this knowledge itself, 
is alive to the necessity of its Governmental 
representatives acquiring and acting in accord 
with that knowledge. Nor is there opportunity 
here to go into the efficiency which is being 
developed by those whose sphere is operating 
railroads. I may say, however, that a careful 
study of the annual reports of our principal 
railroads for a period of years will suggest 
to you, if it does not completely inform you, 
as to the progress of operating efficiency in 
this country. Of more immediate interest is, 
perhaps, the progress that is being made in the 
financing of railroads, in the elaboration of 
safeguards that are being built around new 
bond issues. Mortgages are being drawn with 
more care. It is being more readily recognized 
that a greater percentage of earnings must be 
put back into the property. An example of 
this was one of the larger railway loans of last 
Spring. By its terms the company had to 
divert from earnings for the next five years 
$17,000,000, which amount has to go back into 
the property. This tendency toward more con- 
servative financing has an immediate bearing 
on railroad bonds that are legal for savings 
banks—strengthening as it does the bondhold- 
ers’ equity in the property and increasing the 
fundamental security, a road’s earning power. 
Similarly some of the new so-called blanket 
mortgages of the large systems impose definite 
relationship upon the ratio between the funded 
debt and the capital stock. Another excellent 
provision in some of the recent mortgages is 
that, after a certain amount of bonds has been 
issued, additional bonds may be issued only 
for actual additions to the property and for 
less than their cash cost. This is in my opin- 
ion a thoroughly wholesome development in 
the field of railroad financing. It has been the 
privilege of the house with’ which I am asso- 
ciated to have been largely identified with the 
early financing of public utility corporations of 
this and other countries. In drawing up the 
mortgages of many of these corporations we 
insisted on provisions similar to those which 
are now being adopted by the railroads. Years 
have given time to test and prove that they 
form genuine safeguards for the investor. 

I remarked before that savings bank hold- 
ings, including their extension holdings of 
railroad bonds, show an increasing shrinkage 
of their market value. In New York State 
this shrinkage in value has amounted in the 


last four years to $36,000,000. The general 
causes are fairly obvious, I think, although one 
particular phase of the situation as applied to 
railroad bonds may be clarified by a resumé 
of the history of savings bank holdings of this 
class of security. 

(Mr. Harris then described the conditions 
which prevailed after the period of depression 
from 1890 to 1895 when the entire security 
market advanced under the stimulus of easy 
money. The New York legislature broadened 
the list of eligible investments for savings 
banks and admitted a limited number of rail- 
road bonds. It was not until 1905, however, 
that the law was amended, so as to define the 
requirements as to eligible railroad bonds. 
Mr. Harris traced the influence of alternating 
rise and decline in prices for legal railroad 
bonds, pointing out that ultimately the supply 
of savings bank bonds increased while the de- 
mand decreased. Mr. Harris then continued 
as follows :) 


It must not be assumed from the foregoing 
that I would decry enlarging the savings bank 
eligible list. In so far as such enlargement is 
based on sound economic facts it is a wise 
measure. In times of prosperity the invest- 
ment of savings bank funds tends to increase 
the prices of the eligible bonds. It, therefore, 
is advisable to have the list of available in- 
vestments so large that the investment de- 
mand from the savings banks will not tend to 
increase the prices of those bonds to a point 
largely beyond their value as general market 
investments. The possible future necessity for 
liquidating part of the assets so invested 
should be remembered, for, after all, one of 
the prime advantages of bonds over other 
forms of savings bank investments is their 
marketability. When it becomes netessary for 
a comparatively few savings banks to seek 
funds in this way it will be found that other 
savings banks are subject to the same influ- 
ences, and jt then becomes highly important 
to have a market for such securities outside 
of the savings banks themselves. The threat- 
ened withdrawal of large savings bank de- 
posits some sixty or ninety days ago brought 
this very point to the fore, and the fact that 
such large withdrawals did not materialize did 
not lessen the importance of being prepared 
for such an emergency. 

In this connection it occurs to me to touch 
upon a practice which works to the detriment 
of the savings banks while appearing to con- 
fer an advantage. i refer to the exemption 
of home securities, whether municipal or cor- 
porate, from the. provisions of the ordinary 
savings bank tax. This is present in Connecti- 


cut, Massachusetts and Maine, and I believe in 
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a number of other States where savings bank 
investments are closely restricted. The natural 
tendency is to advance the price of home bonds 
and to narrow their market. The result is 
that in cases of liquidation of such volume 
that the home market cannot readily absorb 
them, they are forced outside for sale in mar- 
kets where the exemption from tax has no 
practical value. It would seem to me to be 
much more preferable that home municipalities 
and corporations should pay whatever the 
actual cost of such money is than to have 
part of that cost defrayed out of a decrease in 
the volume of taxes collected. 

The eligible list has been amplified recently 
in many of the States and, generally speaking, 
for the better. In 1913 New Jersey added 
bonds of railroads which cover important 
terminal and dock properties. Vermont has 
admitted railroad mortgage bonds and Con- 
necticut and Rhode Island have admitted cer- 
tain equipment issues. This last development 
merits extension, for the experience of more 
than thirty years has demonstrated that equip- 
ment bonds, if properly issued and_ safe- 
guarded, are among the safest, most conserva- 
tive, and desirable forms of investment. Pub- 
lic records show that during the receivership 
era, from 1893 to 1806, when railroads having 
outstanding over $60,000,000 equipment securi- 
ties were placed in the hands of receivers, 
holders of equipment bonds suffered no loss, 
this being true even of those roads which ‘de- 
faulted upon their first mortgage bonds. If 
issued under definitely established restrictions 
and secured upon standard rolling stock, equip- 
ment bonds have throughout their tenure of 
life a claim upon something which is good for 
the principal and interest, even if it comes 
down to a matter. of selling the rolling stock 
at its scrap value. 

To my mind, however, one of the most 
significant developments in savings bank bond 
requirements is the recognition of public serv- 
ice corporation bonds. Telephone and street 
railway bonds have been legal for some time 
in Connecticut, Massachusetts, Rhode Island 
and several other States. While these two 
types of public utilities are undoubtedly excel- 
lent additions, there is warrant for the asser- 
tion that they do not comprise exclusively the 
hest in the public utility field. llectric rail- 
way securities, for example, are now, generally 
speaking, less in favor with the investing pub- 
lic than any other class of public utility bonds. 
This is due both to the public's memory of 
the over-estimates of value indulged in while 
financing the consolidations of the traction sys- 
tems in many of our large cities, and to the 
fact that the hazards of the street railway 
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business are greater than those of practically 
any other public utility. We cannot go into 
these hazards in detail, but the following 
enumeration may suffice; the rapid deprecia- 
tion and obsolescence of property, labor trou- 
bles, municipal interference, damage suits, and 
a growing tendency toward rate reduction, 
which does not have the compensating advan- 
tage found in nearly all other public utility 
lines of increasing the business. The principal 
other classes of public service corporations are 
gas, electric light and power companies, includ- 
ing the increasingly important hydro-electric 
developments. The best representatives of 
these public utilities furnish a most stable basis 
of security. Practically unaffected -by indus- 
trial depression and practically free from the 
ill effects of c@tnpetition by the fact of their 
being natural monopolies, the leading public 
utilities of this country have grown rapidly in 
favor with conservative investors during the 
last ten years. Banks, other than saving in- 
stitutions, as well as private investors, are now 
among the largest purchasers of the bonds of 
such companies. Their admission into the sav- 
ings bank eligibility class is, therefore, a natu- 
ral step. lollowing their admission, a new and 
equally excellent step has been taken. This is 
the removal of the intra-State limitations, sav- 
ings banks in some States being allowed to 
invest in the bonds of any companies which 
meet certain requirements, as opposed to the 
old limitation which restricted their investment 
to companies operating in the savings banks’ 
home States. Here again there was formerly 
an artificial market created. A noteworthy 
instance of this recent development is the new 
Rhode Island law. Its restrictions are con- 
servative, yet are applicable to a broad field. 
As a result Rhode Island savings hanks are 
enabled to pick the best the market provides— 
and the market is country wide in its scope. 

It may be gathered from certain things I 
have said that I think the prosperous future 
of savings banks, so far as their investments 
are concerned, depends upon more closely con- 
ditioned savings bank laws. In part, yes. Com- 
pletely, no. | would like nothing better than 
to analyze for you the details of some of these 
elaborate laws and point out to you where 


“many pounds of prevention fail to effect even 


an ounce of cure. But I will be able at this 
time merely to pick out at random some weak 
links in the guardian chain your laws have 
welded that will suggest. if nothing more, the 
fundamental weakness there is in all such 
chains. Gentlemen, general rules depend upon 
generalities— and generalities play an uncertain 
role in the financial world. For that world 
consists of a myriad of complex, yet very con- 
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crete, details, upon which one must specialize, 
not generalize. Those of you who are familiar 
with the New York law, for instance, will 
recall that savings banks may invest in the 
first or refunding ‘mortgage bonds of any rail- 
road which, among other things, has paid divi- 
dends of 4 per cent. for the preceding five 
years. A similar provision occurs in both the 
Connecticut and Massachusetts laws. At first 
glance it is the acme of conservatism. Now, 
gentlemen, surely experience has taught you 
that almost every good railroad that has “gone 
on the rocks” as they say, has precipitated its 
own trouble by paying dividends when fore- 
sight and conservatism demanded that the 
money go back into the property. To enumer- 
ate examples would be wearing to you—there 
are too many. Far more important than the 
amount of money a railroad pays as dividends 
is the amount it has left over after paying 
them. The law says “Earned and paid.” What 
is meant by earned? If any road cares to skimp 
its maintenance enough, its report will show 
its dividend earned. Here we have a supreme 
example of the dangers of generalities. When 
the law says “earned” it says, from a rigidly 
conservative standpoint, practically nothing. 
The Rhode ‘Island law does not impose the 
dividend requirements and to my mind this 
apparent laxity is a source of the law’s 
strength. I cannot go into that law in detail, 
but I think it would repay you to study it. 
Many of its provisions are distinctly interest- 
ing. 

The shortcomings in many of the savings 
bank laws are not confined to railroad bond 
requirements. There is distinct room for im- 
provement in the municipal sphere. A con- 
spicuous case is that the present law of New 
York State imposes restrictions which shut 
out from the eligibility class such bonds as 
those of Richmond and Atlanta, cities whose 
physical and financial position is and has been 
for a great many years above any unfavorable 
criticism. On the other hand, cities such as 
Dallas, San Antonio, Kansas City, Kansas, 
Peoria, Oakland, Tacoma and many others 
whose size and general importance are cer- 
tainly not greater, are eligible, and while I am 
not disparaging the merits of the obligations 
of these communities it does not seem to the 
best interests of the savings banks in New 
York State that they should not have an op- 
’. portunity of adding to their list of investments 
such desirable bonds as those of this and simi- 
lar. cities in this portion of the country. 

Last year when the State of Connecticut 
again revised its Savings Bank. Law, there 
was shown a commendable disposition to seek 
practical, and I may say expert, advice. The 


consequence was that the original draft of that 
law was so changed as to avoid many ques- 
tions which were sure to have arisen; in fact, 
many of the suggestions made by investment 
bankers to the Savings Bank Commissioners 
and the committee .representing the savings 
banks themselves were born of experiences 
which grew out of the law passed in New York 
State some years before. The Connecticut law 
has another good feature in that it calls upon 
the bank commissioners to furnish a list of 
securities which are eligible under the law. 
This follows the practice of the bank commis- 
sioners in the State of Massachusetts, and is 
a radical departure from the practice in New 


York State, where, as a great many of you . 


know, the Banking Department and the At- 
torney-General’s Department, due to the press 
of work, have required that a savings bank 
shall actually make a purchase of securities 
before asking the Department to rule upon 
the question as to whether or not they are 
eligible. I can appreciate that it is hardly 
practicable to allow any outsider to bring up 
questions at will with the Banking Department, 
and through them with the Attorney-General’s 
Department, but on the other hand it certainly 
seems reasonable that the banks should have 
the advantage of official advice on this sub- 
ject before being required to commit them- 
selves to an investment. The actual result of 
the present practice is in many cases that a 
bank will refrain from making -a profitable 
and desirable investment because of the neces- 
sity of haadling the matter in this way. 

As a constructive suggestion it has occurred 
to me that a committee composed of represen- 
tatives of the Savings Bank Department, a 
representative of the Attorney-General’s De- 
partment and one or more representatives of 
the Savings Bank Association, would form a 
desirable and practical means of handling this 
problem. The duty of this committee would 
be to consult with the authorities and to sift 
all of the information at hand so as to put 
the case up to the officials in such shape that 
they could intelligently and readily pass upon 
the questions involved, knowing: that all of the 
features bearing on the situation had been 
presented at one time. Such a committee 
would find active co-operation with any reliable 
investment banker and for that very reason 
its work would not be as difficult as might 
seem at first thought. 

It has been recognized by individual inves- 
tors who have been most successful that a first 
essential in the making of any investment is 
the co-operation and advice of investment 
bankers. Investors who recognize this do so 
because they know that the leading investment 
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houses of this country have at their disposal 


not only more information regarding the se- 
curity in question than any individual can pos- 
sibly have, but also an organization that has 
had years of training in interpreting correctly 
such information. There are investment houses 
in the country which can truthfully lay claim 
to a record of never losing a penny of prin- 
cipal and interest for clients who have in- 
vested in bonds which these houses have in- 
vestigated, surrounded with a series of com- 
prehensive safeguards and purchased with their 
own funds before offering them to investors. 
Such firms, if for no other reason than that 
of enlightened self-interest, regard themselves 
as sponsors for the bonds they offer, and their 
service to clients does not end until final pay- 
ment of principal and interest has been made. 

Now, gentlemen, I think you will agree that 
savings banks are in a position quite similar 
to private investors. True, those whose choice 
determines savings bank investments are tsu- 
ally men of affairs, men above the average in 
business intelligence and men who are required 
to direct the investment of funds far larger 
than is the case with private investors. But 
this alters not one whit, but rather strengthens 
my conviction that the position of savings 
banks coincides in all practical details, with 
that of private investors. And your position, 


W. D. GEORGE, Vice-Pres. 
C. W: KISER, Asst. Treas. 








gentlemen, demands that the best information, 
the best advice and the best investment bank- 
ers co-operate with you at all times. Only 
then will your investments tend more con- 
sistently toward that ideal of savings bank 
bonds—unquestioned safety of the funds which 
are in your charge. I feel very strongly that 
such co-operation is essential—and I feel, too, 
that the value of such co-operation is being 
more thoroughly appreciated on all sides. And 
I am wondering if I may not take it that a 
present evidence of the tendency is the privi- 
lege that has been extended to me of speaking 
with you today. 





Entertainment Features of the Convention 

Proverbial Southern hospitality marked 
the entertainments provided for the dele- 
gates attending the Richmond convention. 
The annual dinner of the Council Club was pre- 
sided over by Edwin Chamberlin, vice-presi- 
dent of the San Antonio Loan & Trust Com- 
pany. On Tuesday evening there was a bril- 
liant reception and ball. On the following 
evening the delegates attended a musicale. On 
Friday there was a trip by steamer down the 
historic James River to Newport News. The 
golf tournament at the Country Club was par- 
ticipated in by all the “crack” players and cups 
were awarded the winners. 
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THIRTEENTH ANNUAL MEETING OF SAVINGS BANK 
SECTION. A YEAR OF EXCEPTIONAL PROGRESS 


A year of exceptional progress and whole- 
some achievements was reviewed at the thir- 
teenth annual meeting of the Savings Rank Sec- 
tion of the American Bankers’ Association. 
The broader scope of activities and usefulness 
of this Section may be traced to the energy and 
zeal with which the official duties of the presi- 
dent were fulfilled by J. F. Sartori, president 
of the Security Trust and Savings Bank of 
Los Angeles, Cal. The ready spirit of co- 
operation and of initiative which characterized 
the Savings Bank Section during the past 
twelve months was indicated in the reports of 
the various officers, the chairmen of the stand- 
ing committees and of Secretary E. G. Mc- 
William. The interests of savings banks, both 
mutual and under stock control, were carefully 
guarded in connection with important legisla- 
tion enacted or proposed both by National and 
State law-making assemblies. Particular at- 
tention was given to amendments relating to 
the postal savings bank law and the possible 
attitude of stock savings banks to the new 
Federal banking system. In many States 
greater uniformity was also obtained in regard, 
to savings bank requirements and the admis- 
sion of legal securities. Practical results were 
also forthcoming through the activities of 
standing committees to bring about the highest 
standards in the administration of savings 
bank affairs. Specially noteworthy is the com- 
pletion of the book of approved forms for 
savings banks and savings departments. of trust 
companies, which reflects particular credit upon 
Secretary McWilliam and the Committee of 
Methods and Systems, headed by V. A. Lers- 
ner, assistant cashier of the Williamsburgh 
Savings Bank of Brooklyn. 

The forenoon session of the Savings Bank 


Section was held in conjunction with the Trust 
Company Section. At the afternoon session 
various reports were presented and instructive 
addresses were delivered. J. F. Sartori pre- 
sided and delivered his address as presider.t 
of the Section. 

The report of the Executive Committee was 
presented by N. F. Hawley, treasurer of the 
Farmers & Mechanics Savings Bank of Minne- 
apolis. Secretary E. G. McWilliam reviewed 
the work accomplished in his office. 

A very instructive report was also offered 
by Chairman V. A. Lersner of -the Methods 
and Systems Committee. As chairman of the 
membership committee G. E. Edwards, presi- 
dent of the Dollar Savings Bank of New York, 
called attention to the gains in membership. 
The report of the Law and Segregation Com- 
mittee was presented by N. F. Hawley of 
Minnezpolis. E. L. Robinson of Baltimore 
reported on the work of the special Com- 
mittee on Savings Bank Legislation. This was 
followed by an address on “Savings Bank 
Bonds in the Light of Recent Events,” by 
A. M. Harris, of Harris, Forbes & Co., of New 
York, which is published in full elsewhere in 
this issue of Trust ComPaANIEs. 

President E. C. McDougal of the Bank of 
Buffalo, Buffalo, N. Y., delivered a carefully 
prepared and interesting address on “Recent 
Amendments to Savings Bank Law of New 
York and Reasons for Such Amendments.” 

The following officers were elected and in- 
stalled: President, W. E. Knox, comptroller 
Bowery Savings Bank, New York City; vice- 
president, N. F. Hawkey, treasurer Farmers’ 
& Mechanics’ Savings Bank, Minneapolis, 
Minn.; secretary, E. G. Williams. 
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Effect of the War on the Mortgage Market 


The Spokane & Eastern Trust Company of 
Spokane, Wash., has joined the list of 
banking institutions which provide monthly 
reviews to their customers and correspond- 
ents. The October letter, which bears the 
signature of Vice-President R. L. Rutter, 
contains the following: 

Farm loans in the Northwest have been 
largely financed by the Dutch and Scotch 
companies. One of the largest of the Dutch 
companies is completely out of the market. 
Another is re-lending its collections, but 
even that concession is only temporary. By 
a curious but perfectly legitimate device, 
some of the Dutch companies have avoided 
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drawing on America for funds to meet in- 
terest on their debentures held in Holland. 
They sold new debentures in amounts suffi- 
cient to pay the interest on outstanding 
bonds, and permitted interest collected in this 
country to be reinvested as principal. This 
arrangement obviated international exchange. 
Under present conditions, of course, theré 
is absolutely no market for new issues of 
securities by these European mortgage com- 
panies, and undoubtedly they will soon be 
calling upon their agents here for interest 
to meet coupons on debentures held abroad. 
The general situation is that mortgages when 
renewed command substantially higher in- 
terest rates. 
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“The Leading Fire Insurance Company of America.” 


STATEMENT OF THE CONDITION OF THE 
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On the 3ist day of December, 1913. 


Cash Capital .. . . . . $5,000,000.00 


Reserve, Re-Insurance (Fire) . eo. os : 8,590,818.78 
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Reserve, Unpaid Losses (Fire) ; geees ; 586,706.27 
Reserve, Unpaid Losses —— ; a S : 135,892.67 
Other Claims : ; , 798,533.74 
2 a 6, 909,389.89 
Total Assets. . . $22,481,250.34 


Surplus for Policy- Holders, $1 1,909,389,89 


LOSSES PAID IN NINETY-FIVE YEARS: 


$138. 501,348.36 | 


WM. B. CLARK, President 
Vice-Presidents 
HENRY E. REES, A. N. WILLIAMS. 
E. J. SLOAN, Secretary 
Assistant Secretaries 
E. S. ALLEN GUY E. BEARDSLEY RALPH B. IVES 
W. F. WHITTELSEY, Marine Secretary. 
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Kilby St. 
PHILADELPHIA, 226 Walnut St. 
SAN SRANCISCO, 301 California Street 


MARINE DEPARTMENT | 





Agents in all the Principal sal Cities, Te Towns and Villages of the 
United States and Canada. 


JOHN M. TALBOT & CO., Agts., - 95 William St., New York 











TRUST COMPANIES 


REPORTS OF STATE VICE-PRESIDENTS OF THE 


TRUST COMPANY SECTION A. B. A. 





ARKANSAS 


W. L. Hemingway, Vice-President, Mer- 
cantile Trust Company, Little Rock: 


The trust companies of Arkansas have 
for the first time come under the super- 
vision of Governmental authority, and very 
creditably have they passed their first ex- 
amination. It might be expected that the 
freedom from outside interference enjoyed 
for years would result in loose and unbusi- 
nesslike methods which would call forth 
criticism of the State Banking Department, 
but so far as I have been able to learn, prac- 
tically all of the sixty odd trust companies 
operating in the State have been given a- 
clean bill of health. The laws governing 
banks and trust companies are liberal and 
fair. 

The general conditions of prosperity which 
have prevailed in the South and Southwest 
for the past few years continued in a less de- 
gree during the past twelve months. In 
fact the business structure is on such a firm 
foundation that the people are facing the un- 
precedented conditions now existing, strong 
in the belief that they will surmount all ob- 
stacles, not by the paternal aid of Govern- 
ment, but by their individual efforts, each 
solving his own peculiar problems to the 


bes .f his ability. 
* * * 


ILLINOIS 


Mr. Lucius Teter, President, Chicago Sav- 
ings Bank & Trust Company: 

The legislature of Illinois has not met 
since our last convention, consequently there 
have ‘been no changes in our laws in that 
period. The only decision handed down by 
our courts of particular importance to trust 
companies was in the case of Chicago Title 
& Trust Company vs., Zinser, where the 
question involved was whether or not the 
consolidation of trust companies into a new 
corporation affected the powers donated to 
the constituent companies.. It was’ contend- 
ed in the case that powers in trust were 
personal and confidential and that the same 
could not be transferred to a new corpora- 
tion, even by way of consolidation, ‘but our 





Supreme Court held otherwise and the law 
is now settled that the consolidation of 
trust companies, even though the effect be 
to form a new corporation, does not destroy 
previous powers vested in the constituent 
companies. 

Prior to preparing this report, I corre- 
sponded with representative trust compa- 
nies in all sections of the State, and find 
that the trust company business is growing 
in all sections. In the smaller cities and 
towns the growth is somewhat slower than 
in the larger communities, but definite 
progress was reported in every quarter. 

In our State most all of the trust compa- 
nies also do a banking business, and the re- 
ports reflect substantial business conditions 
in the several communities. 

So far as we have been advised, only one 
important trust company in Illinois has in- 
dicated an intention of joining the Federal 
Reserve Association. 

The question of .the propriety of trust 
companies advertising to draw wills free of 
charge, which question was discussed so 
ably before our convention in New Orleans 
by Mr. Marquis Eaton, of the Chicago Com- 
panies. I believe that no trust company in 
Chicago is now advertising to draw wills 
free of charge, although no definite policy 
as to the drawing of wills seems to have 
been generally adopted. 

My impression is that this subject is one 
which should receive attention through joint 
coiference of lawyers and trust companies 
in the small communities, and by represent- 
atives of bar associations and trust com- 
panies in the larger- cities. A complete 
working understanding should be had with 
respect to this question which is of so much 
importan:e to all parties concerned. 

* * * 
KENTUCKY 

John G. Stites, President 

Trust Company, Louisville, Ky.: 


As Vice-President of the Trust Company 
Section for the State of Kentucky, I have 
the honor to report that banking’ conditions 
in our State have not been satisfactory 
throughout the last year. The underlying 
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conditions of the country were good, but 
there was almost an unnatural demand for 
money that could not be supplied, and a gen- 
eral tendency of securities of all kinds to 
decline in value, caused—as we thought at 
the time—by the political agitation at Wash- 
ington, but now evidently in part caused by 
the approach of the war in Europe, which 
no doubt a number of persons high in au- 
thority had cause to expect in the then near 
future. 

Rates of interest have been steady and 
satisfactory. Crop conditions at the begin- 
ning of the year were in the highest degree 
good—the wheat crop being large and ex- 
cellent in quality. Then followed a severe 


drouth seriously injuring most of the early. 


crops—especially early corn and potatoes— 
but the later rains have brought out the 
later crops wonderfully. We now have a 
fair average crop of. corn, oats and hay; an 
excellent crop of all the late fruits and vege- 
tables and with probably the best tobacco 
crop in quality ever raised in the State of 
Kentucky. With the cessation of political 
activity at Washington, and a settlement of 
European war troubles, this country is in 
a position to expect a fine business next 
year. 

In legislative matters we had an active 
session during the year of our legislature, 
and an eminently satisfactory one to finan- 
cial interests. The bill recommended by 
the American Bankers’ Association to pun- 
ish persons making false and derogatory 
statements affecting financial institutions 
was passed and is now the law of Kentucky. 


For many years Kentucky bankers have 
labored under the injustice of a grossly un- 
fair Materialmen’s and Mechanics’ Lien Law, 
by which payment of money loaned to rail- 
roads and manufacturing establishments was 
postponed until every other obligation was 
paid. This law has been abolished and 
preferences, except for manual labor per- 
formed, have been done away with. 


An excellent bill was passed making the 
issuing of a check where there were no funds 
to meet it a misdemeanor and punishing the 
offender by fine and imprisonment; also a 
bill making it a felony to publish a false 
statement on which credit was obtained, both 
to the individual and to the official of a cor- 
poration authorizing same. Besides this, an 
Enabling Act was passed authorizing State 
banks and trust companies to become mem- 
bers of the Federal Reserve System, and to 
subscribe for and be holders of stock there- 
in; also making the requirements for the 
legal reserve the same in State as in Na- 
tional banks. 
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A most objectionable bill was introduced 
into the State Senate creating a “State Guar- 
antee of Deposits” along the lines of the 
most drastic of those which have been 
adopted in some of the Western States. We 
succeeded in defeating this bill in the Sen- 
ate by’ a vote of 26 to 5. There was also 
defeated in committee a bill prohibiting a 
notary public, who was an employee of a 
bank or trust company, from taking the 
acknowledgments of its officers to official 
papers. A bill was also defeated creating a 
system of “Rural Credit Banks,” which con- 
tained no restrictions as to the conduct of 
its business, permitting capitalization as low 
as $2,000. Its tendency would have been to 
have brought all kinds of banking business 
into disrepute. In addition to this, an at- 
tempt to amend the Revenue Laws in a way 
that would have been very unjust and unfair 
to financial institutions, was defeated. Alto- 
gether, the financial institutions of Kentucky 
received from the Kentucky legislature this 
year absolutely fair and just treatment. 

* * * 
MICHIGAN 

Mr. C. O. Patch, Vice-President Security 
Trust Company, Detroit: 

The six trust. companies of Michigan have 
had a good year this far, notwithstanding 
conditions existing during the past month or 
so. As the laws of the State do not permit 
the trust companies to transact a banking 
business any important increase or decrease in 
business is not reflected in the deposits shown 
in their respective published statements. 

They have no savings accounts, no checking 
accounts, no demand money. Such deposits 
as they are permitted to receive are evidenced 
by Time Certificates of Deposit. Add to 
these the cash balances in corporate and 
personal trust accounts and you have the 
companies’ total deposits. 

During the year all of them have decreased 
less than $500,000 while surplus and undivided 
profits, after payment of regular dividends, 
have increased in round figures $490,000. The 
total capitalization of the companies being 
$3,150,000. 

This showing is due largely to increase in 
corporate and personal or estate trust busi- 
ness. The courts and the people of Michi- 
gan are realizing to a greater’ éxtent than 
ever before the advantages-that result from 
the appointment or employment of a corpo- 
rate trustee. 

There has been no change in the laws gov- 
erning the trust companies of the State, as 
the legislature has not convened during the 
year. 


Editor's Note—Additional Reports will be pub- 
lished in the Nov. issue of Trust Companies. 
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J. Z. Mirrer, Jr. 
VICE-PRESIDENT COMMERCE TRUST COMPANY, KANSAS CITY, WHO HAS BEEN 
APPOINTED FEDERAL RESERVE AGENT AND CHAIRMAN OF THE BOARD OF THE 
KANSAS CITY (DISTRICT NO. 10) FEDERAL RESERVE BANK 
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Legal Discussion and Decisions 





RELATING PARTICULARLY TO TRUST COMPANIES 


Edited by FRANK C. McKINNEY of the New York Bar 
[Lecau DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED AND 


DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A LEGAL NATURE, 
ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COMPANIES. 


SUBSCRIBERS 


ARE CORDIALLY INVITED TO AVAIL THEMSELVES OF THESE FACILITIES: ] 


SAFETY PAPER—A PROTECTION TO BANKS 


The Appellate Term of the Supreme Court 
of New York recently decided a case involv- 
ing the drawing of checks on safety paper, 
which, especially if it is sustained by the higher 
courts, will indicate the protection afforded 
banks where checks are drawn on safety 
paper. 

In Mitchell vs. Security Bank (147 N. Y. 
Supp. 470) it appears that the bookkeeper of 
the plaintiff drew check No. 4028 for $196.76, 
and that the plaintiff signed the check and 
mailed it to Helfand & Abel. On the morning 
of December 22, 1910, Helfand & Abel tele- 
phoned the plaintiff that they had not received 
the check, because of the fact that their mail 
box had been robbed the night before. The 
plaintiff immediately notified the bank to step 
payment and confirmed the notification by a 
letter stopping payment “of a check made out 
to the order of Messrs. Helfand & Abel, No. 
4028, amount $196.76, dated December 21, 
1910.” But when the plaintiff received his re- 
turned checks he found that the bank had paid 
check No. 4028, dated December 23, 1910, pay- 
able to bearer for $196.75. 

The plaintiff brought an action to recover 
from the bank on the ground that it was 
negligent in paying a check after it had been 
notified to stop payment, and on the further 
ground that the check was a forgery. As 
to the claim that the bank had been negligent 
in paying a check after it had been notified 
not to pay, the court decided that the stop 
order did not describe the check with suffi- 
cient accuracy. “In this case the notification 
corresponded with the check in only one par- 
ticular, namely, the number. 

As to the question of forgery,- the court 
very properly said that if the bank had paid 
out money on a forged check it was liable to 
the depositor. The rule is that it must iden- 
tify the signature of its depositor, and if it 


makes an error and pays out funds on a forged 
check it must make good the loss. Ordinarily, 
in cases of forgery, a bank has difficulty in 
proving that a check is not raised or forged. 
As against the testimony of the depositor that 
a check has been forged, the bank has little 
or no evidence that it can produce, the testi- 
mony of experts being of little help. But in 
this particular case the check had been drawn 
on safety paper. The plaintiff claimed that 
the check had been drawn on December 2ist 
and was for $196.76. The check which the 
bank paid was dated December 23d and was 
for $1096.75. . Had there been a “washing” of 
the check and a forgery, the safety paper 
would have indicated this fact. Consequently, 
the plaintiff's charge of forgery was refuted 
by the fact that the paper showed no chemical 
changes. Proof which would have otherwise 
been almost impossible was thus easily afforded 
the bank, and the court decided that there 
had been no forgery. 

The case is sound in principle and empha- 
sizes the fact that safety paper is not only a 
protection to the maker, but to the bank as 
well. Banks have been a little careless in their 
methods of distributing checks. The evils of 
blank checks lying around on bank counters 
have been prevented by removing the tempta- 
tion, and it would now seem that, with the 
aid of the chemist, banks might go still fur- 
ther in protecting themselves against the 
schemes of the forger. The decision in this 
case is at least indicative of what may be ac- 
complished in this direction. 





ACCOUNT OF TRUST COMPANY ACTING AS 
TRUSTEE SUSTAINED 
The Surrogate of Kings County, New York, 
recently sustained the Kings County Trust 
Company in its payment of over $47,000 for 
counsel fees for services of counsel in re- 
covering over $345,000 for the estate. The 
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contract made by the trust company provided 
that the compensation of the attorneys should 
depend on their success in increasing the es- 
tate. No provision was made as to the per- 
centage which the attorneys should receive, 
but it was left to be agreed upon by the 
parties. 

The sum recovered by the attorneys was 
from the trustees under the will of the dece- 
dent’s father. The objectants maintained that 
in any case they would ultimately come into 
possession of the fund recovered and that the 
attorneys had not rendered any real service. 

But the court found that the beneficiaries 
were, as a result of the activity of the trust 
company, permitted to enjoy a part of funds 
which would not otherwise have come to them. 
The payment of the fee was considered rea- 
sonable and was therefore approved. 





PROPOSED GIFT OF REAL PROPERTY VALID 
WHERE ACTED UPON BY THE DONEE 

A gift of real property may be valid al- 
though no deed has been given and no title 
actually conveyed. The fact that a donee has 
accepted such a gift and has entered upon 
and improved the property is sufficient to 
make it a gift in fot although the record 
title has not been changed. 

This rule is clearly stated in the recent 
case of Messiah Home ,or Children vs. Rog- 
ers (212 N. Y. 315). The plaintiff, a chari- 
table institution, relying upon a gift of land 
made by Mr. Rogers, entered upon the prop- 
erty and constructed a building. Thereafter 
the grantor, through a “dummy,” placed a 
mortgage on.the property. The issue then 
arose as to the validity of the proposed gift, 
and the court decided that since the plaintiff 
had entered and made improvements, and 
since ihe grantor had knowledge of this fact, 
the gift became absolute although the record 
title had not been conveyed. 





REVOCATION OF SECOND WIL]. BY DESTRUCTION 
DOES NOT. REVIVE FIRST WILL 


The recent case of Matter of Kuntz (163 
A. D. 125), calls attention to an important 
rule of law in New York whic’: is frequently 
forgotten. In this case a testator destroyed 
a second will which contained a clause re- 
voking previous wills. Upon destroying this 
second will, she said she wished to revive 
her former will and desired that it be pro- 
bated. But such a declaration is not sutfh- 
cient to revive a former will. In order to 
validate a former will in such a case it is 
necessary for the testator to republish the 
former will in the manner provided by statute. 


RIGHT OF TRUSTEE TO APPLY FUNDS ACCUMU- 
LATED UNDER A FIRST MORTGAGE TO THE 
PURCHASE OF BONDS OF ANOTHER 
RAILWAY COMPANY 

The New York Appellate Division has re- 
cently decided in favor of the Guaranty Trust 
Company as against the New York Railways 
Company which claimed that it had the right 
to apply funds accumulated under first mort- 
gage bonds to the purchase of bonds of the 
Crosstown Railway Company. 

The New York Railways Company was or- 
ganized for the purpose of acquiring the prop- 
erty of the Metropolitan Street Railway Com- 
pany. This property included the property 
and franchises of the Crosstown Company 
which was subject to a mortgage of $600,000. 
But before the bonds of the Crosstown Com- 
pany were acquired, an action to foreclosure 
the mortgage had been begun. The New 
York Railways Company therefore sought to 
have the trustee apply $600,000 of the accumu- 
lated funds under its first mortgage to pur- 
chase the Crosstown Company bonds. After 
considering carefully the provisions of the 
New York Railways Company first mortgage, 
the court decided that it did not authorize 
the use of the funds for such a purpose, thus 
sustaining the contention of the trust com- 
pany. 


TRUST COMPANIES AS RECEIVERS 


The activities of trust companies as receiv- 
ers, and the skill with which they administer 
such duties, are illustrated by the fact that 
on the same day recently, the Wilmington 
Trust Company of Delaware and the Detroit 
Trust Company of Michigan were appointed 
to important receiverships. The Wilmington 
Company was named by the court as receiver 
for the Securities Company of North America, 
a case involving over $800,000 in cash, and the 
Detroit company was appointed receiver for 
the Lozier Motor Car Company. 


PAYMENT OF DIVIDENDS ON CORPORATE STOCK 
AS BETWEEN LIFK TENANT AND REMAINDERMAN 

A testator gave the residue of his estate, 
including stock in lumber corporations, to the 
Hagerstown Trust Company to hold the same 
and pay the income to his wife for life and 
after her death to divide the remainder be- 
tween certain charitable corporations. The 
trustee paid over $22,000 in dividends to the 
estate. The corporations, which were to re- 
ceive the property after the termination of 


the life estate, claimed that this dividend rep- 
resented a part of the corpus of the estate and 
should, therefore, be held for the remainder- 
The reason for this contention was that 


man. 





‘ 


FEA IOBTINE NS Ft 


oe cc i Sh MOEN LOS OCS RIOR ELLE: ng 





PRAT. 


ee 


TRUST COMPANIES 


the corporation was carrying on a Iumber 
business, that a good part of its capital was 
represented by standing timber, and that when 
this timber was cut and turned into dividends, 
it was in reality part of the capital. But the 
court, after quoting from the certificate of 
incorporation and showing that the corpora- 
tion was formed for the express purpose of buy- 
ing timber and converting it into lumber, de- 
cided that the dividend represented income 
and that the trust company properly paid it 
to the life tenant. 





MORTGAGE FORECLOSURE BY TRUST COMPANY 


*The Court of Appeals of Maryland has re- 
cently reversed the decision of a lower court 
in the case of Title Guaranty and Trust Com- 
pany vs. Wheatfield (91 Atl. Rep. 757). The 
question at issue arose on mortgage foreclos- 
ure by the trust company. The defendant had 
applied to the trust company for a loan upon 
second mortgage. The company refused on 
the ground that it never loaned funds on sec- 
ond mortgages. Subsequently, at the urgent 
request of the borrower’s attorney, the trust 
company was able to secure the loan from 
third parties. The mortgage was taken for 
the benefit of these third parties, but in the 
name of the trust company. The trust com- 
pany and the attorneys who had negotiated 
the loan made a commission. Upon fore- 
closure the mortgagor claimed that this 
was usury. In reversing the decision of 
the lower court, the Court of Appeals ab- 
solved the trust company from any wrong- 
doing and decided that commissions so 
taken were not usurious; that the borrow- 
er, by employing the trust company to 
obtain a loan for him, is justly obligated 
to pay for the agent’s services. Such a 
payment does not constitute usury. 





A Valuable Guide for Bank Advertising 


C. L. Glenn, advertising manager of the 
Wachovia Bank & Trust Company of Win- 
ston-Salem, the largest bank in North 
Carolina, has edited and compiled a very 
instructive book entitled “How to Adver- 
tise a Bank.” The author has incorpo- 
rated in this volume the plans and methods 
of advertising employed by 122 banks and 
trust companies. C. D. Murphy, manag- 
ing editor of the book department of A. W. 
Shaw Company, Chicago, collaborated with 
Mr. Glenn in the preparation of this work. 
The book gives the methods used in bring- 
ing in new savings accounts, developing 
accounts of depositors, plans that succeed- 
ed with foreigners, novel and seasonable 
Savings campaigns, etc. 


GURITYTRvsT 
SAVINGS BAN K. 


LOS ANGELES, CAL. 


OLDEST AND LARGEST 
SAVINGS BANK IN THE 
SOUTHWEST 


THe COMPLETE FINANCIAL 
ano FIDUCIARY FACILITIES 
oF THIS INSTITUTION Are 
AT YOUR SERVICE ON THE 
PACIFIC COAST 


A QUARTER or a CENTURY 


UNDER PRACTICALLY THE 
SAME MANAGEMENT 


RESOURCES 
FORTY-SIX MILLION 
DOLLARS 


CAPITAL 


ONE MILLION, EIGHT 
HUNDRED THOUSAND 
DOLLARS 


SURPLUS 
ONE MILLION, ONE HUN- 
DRED THOUSAND DOLLARS 








James C. CUNNINGHAM 
VICE-PRESIDENT UNION TRUST AND SAVINGS BANK, SPOKANE, 
WASHINGTON, VICE-PRESIDENT OF TRUST COMPANY 
SECTION FOR STATE OF WASHINGTON 


347 








TRUST COMPANIES 


SOME INTERESTING FACTS ABOUT THE NEW CONTINENTAL AND 
COMMERCIAL BANK BUILDING IN CHICAGO 


Some impressive facts and statistics are 
forthcoming in connection with the colossal 
new Continental and Commercial Bank Build- 
ing in Chicago which was recently completed. 
It occupies the entire block in the heart of the 
Chicago financial district, bounded by La Salle 
street on the east, Adams street on the north, 
Fifth avenue on the west, and Quincy street 
on the south. Work on the building com- 
menced in May, 1912, and it was completed in 
May, 1914, at a cost, including the ground, 
of approximately twelve million dollars. This 
great structure rests upon one hundred and 
forty four concrete caissons, which are sup- 
ported by solid rock at a depth of some Io! 
feet below the surface. The building is 325 
feet in length by 167 feet in width, covering 
over 54,000 square feet of land, and some 
20,000 tons of steel were used in its construc- 
tion. There are twenty-one stories, and it is 
260 feet in height, in the center of which is a 
court 154 by 54 feet, faced with white glazed 
brick, giving a superb light to the offices fac- 
ing thereon. 


There are three basements, the first of which 
contains the Continental and Commercial Safe 
Deposit vaults, the vaults of the Continental 
& Commercial National Bank, Continental and 
Commercial Trust & Savings Bank, and the 
Hibernian Banking Association. The sub- 
basement contains storage space, janitor rooms 
and machinery, and in the third basement there 
are four 500 h. p. boilers supplying 154,000 
square feet of radiation, power to operate the 
elevators, and power for the machinery which 
pumps some 70,000,000 gallons of water to the 
top of the building each year, from whence it 
finds its way to various parts of the building 
for various utilities. 

There are twenty-six acres of floor area in 
this building, of which the entire first and sec- 
ond floors and portions of others are occupied 
by these three banks, and the remainder by 
some two thousand offices, over 80 per cent. 
of which are already rented. There are three 
miles of corridors in this building flanked on 
either side by six miles of marble wainscot 
seven feet high. There are twenty-three elec- 
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tric passenger elevators and one for freight, the 
former of which will probably carry fifteen 
million people per annum. These elevators en- 
tail the use of nine miles of cable. There are 
some two thousand stair steps, four thousand 
windows and sixteen thousand electric lights 
in this building, and it is estimated that when 
the building is fully rented there will be a 
population of approximately eight thousand 
persons, exclusive of those who come into the 
building to transact business with the tenants. 
It requires a force of some two hundred en- 
ployees to maintain this building at the high 
degree of efficiency which has been set up by 
its management. 

In addition to the space occupied by the 
three banks is a rentable area of 520,000 square 
feet. For the convenience of the women in 
the building there has been established a hos- 
pital and rest rooms with an adequate corps 
of attendants. The room on the second fi8or 
to be occupied by the Continental and Co: 
mercial National Bank, is 320 feet in length 
by 162 feet in width. The skylight is 70 feet 
high and supplies light to the public lobby. 
The ceilings are 38 feet in height and are 
flanked on four sides by 58 windows which 
extend from a height of about four feet from 
the floor almost to the ceiling. In all, there 
are some 28 marble columns, four feet six 
inches in diameter, in this room, which, to- 
gether with the groined ceiling, give the in- 
terior an appearance more of an enormous art 
gallery than that of a business office. The 
marble in these columns as well as that in all 
other parts of the room is of the finest tavern- 
elle, imported from Italy, which produces a 
most, chaste and dignified effect. The first, of 
ground floor, is divided between the Conti- 
nental and Commercial Trust & Savings Bank 
on the south side and the Hibernian Banking 
Association on the north side, both of which 
offices are done in the same quality of taver- 
nelle marble. 

The three banks to be housed in this colossal 
structure represent combined capital, surplus, 
and undivided profits of $41,500,000, and aver- 
age deposits of over $235,000,000. Their em- 
ployees number some eleven hundred persons, 
who would represent a large community if 
their families were included. In the banking 
quarters of the Continental & Commercial Na- 
tional Bank on the second floor there are 92 
“windows” which enable the management to 
serve the public in an expeditious manner, 
‘which was impossible under old conditions. 
The “windows” are arranged in groups and 
each group represents a small bank in itself. 
Thus a customer may transact all ordinary 
business at two contiguous “windows” and will 
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not be compelled to walk long distances to 
deposit and to cash cheques. 

A few statistics as to the volume of business 
flowing through an institution of this size, one 
of the largest in the world, will be of interest. 
For instance, the three combined banks have a 
total number of about 102,000 commercial, trust 
and savings accounts, whose average credits 
amount to over $45,000,000 per day, and the 
average number of items handled, exclusive of 
money, is some 217,000 per day. Receipts and 
disbursements of money per day will average 
$1,500,000, and the clearings both “out and in” 
amount to some $30,000,000 more. The clear- 
ings of these banks represent 30 per cent. of 
the total of all Chicago banks, while their de- 
posits average 23 per cent. of the deposits in 
Chicago banks and 11 per cent. of all the de- 
posits of all banks of the State of Illinois. 

To expedite the enormous volume of this 
work there are some 512 machines of various 
kinds in use, the cost of which represents an 
outlay of over $120,000. To accommodate and 
supply space for this small army of clerks, 
approximately 150,000 square feet, equivalent 
to 3% acres, have been set aside for their use, 
which includes the first and second floors and 
portions of the third, fourth, fifth, sixth and 
seventh: 

While the Continental ‘and Commercial Na- 
tional Bank of Chicago is not the largest bank 
in the world, as gauged by the amount of its 
deposits, nevertheless it employs a larger num- 
ber of clerks, who handle more items, under 
one roof, than any other bank in the world, 
not excluding some of the larger joint stock 
banks of England, one of which has deposits 
close to $500,000,000 drawn chiefly however 
from its sevetal hundred branches throughout 
the United Kingdom. 


Bank Credit Men Organize 


At the Richmond convention the dele- 
gates in charge of bank credit departments 
organized the Credit Men’s Association. Ap- 
plication will be made to secure affiliation 
with the American Bankers’ Association as 
a section. The organization will devote it- 
self to the discussion of bank credits, stand- 
ardization of safeguards, etc. 

The following officers were elected: 
Oliver J. Sands, Richmond, president; E. S. 
Kennard, Rumford, Me., vice-president; 
executive council, O. E. Doty, Springfield, 
Mass.; Charles E. Meek, of the American 
Exchange National Bank of New York; J. 
H. Pulicher, Milwaukee; George L. Tickner, 
Syracuse, N. Y., and E. M. Wing, La Crosse, 
Wis. 
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WHICH CHECK PAPER? 


Check paper can be made to be something more than the 
back-ground for printing. National safety Paper, in addition to 
ing a good paper to print on and write on, is an ever present 
guard against fraud. 82% of the New York City Banks and Trust 
Companies use National Safety Paper for their checks and drafts. 
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Your printer can give you prices. We shall be glad to mail 
samples. 


GEORGE LA MONTE & SON 


35 Nassau Street New York 





The Plainfield Trust Company 


Plainfield, New Jersey 


Sense Zeaxzxed 
ABOR COREA 


1902 — $5,000,000.00 


Officers 
O. T. WARING, President 
A. V. HEELY, Vice-President DeWITT HUBBELL, Secretary and Treasurer 
J. H. CASE, Vice-President F. IRVING WALSH, Ass’t Secretary-Treasurer 
A. H. KIRBY, Ass’t Treasurer 
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THE NATIONAL.PARK BANK OF NEW YORK 


ORGANIZED 


CAPITAL AND SURPLUS $19,000,000 
DEPOSITS JUNE 30, 1914, $111,373,000 


RICHARD DELAFIELD 


GILBERT G. THORNE: 
VICE-PRESIDENT 


JOHN C. VAN CLEAF 
VICE-PRESIDENT 


MAURICE H. EWER 


PRESIDENT 
JOHN C. MCKEON 
VICE-PRESIDENT 


WILLIAM O. JONES 
VICE-PRESIDENT « 


CASHIER 


WILLIAM A. MAIN 
ASST. CASHIER 


Louis F. SAILER 
ASST. CASHIER 


FRED'K ©. FOXCROFT 
ASST. CASHIER 


GEORGE H. KRETZ 
MANAGER FOREIGN DEP'’T 


DIRECTORS 


JOSEPH T. MOORE 
STUYVESANT FISH 
CHARLES SCRIBNER 
EDWARD c. HOYT 
W. ROCKHILL POTTS 
AUGUST BELMONT 


Paul M. Warburg’s Essays on Banking 


In view of Mr. Paul M. Warburg’s election 
as a member of the Federal Reserve Board, the 
collection of his essays on various phases of 
banking reform, which has been issued in 
bound form by the Academy of Political Sci- 
ence, will command special interest among 
bankers and students of our new monetary 
system. It is generally acknowledged that 
some of the most important principles of cur- 
rency revision embodied in the Federal Re- 
serve Act have been based on Mr. Warburg’s 
recommendations. A reading of these essays 
is therefore exceedingly interesting and in- 
structive. They clearly reveal the defects of 
the sld banking system, the lack of a homo- 
geneous discount system and dependence of 
our banks on the speculative markets. In one 
of these essays Mr. Warburg brings forward 
his plan for a modified central bank. In an- 
other he compares the American and Euro- 
pean banking systems. In all his writings Mr. 
Warburg calls attention to our decentralized 
reserves and the absence of a broad discount 
market. Of special interest also is his criti- 
cism of the Owen-Glass bill in which he urges 
a maximum of four reserve districts and voices 
his skepticism as to Government control. 


RICHARD DELAFIELD 
FRANCIS R. APPLETON 
CORNELIUS VANDERBILT 
ISAAC GUGGENHEIM 
GILBERT G. THORNE 
JOHN C. McKEON 


RICHARD H. WILLIAMS 
THOMAS F. VIETOR 
EDWARD C. WALLACE 
EDWIN G. MERRILL 
JOHN G, MILBURN 





Meeting of the State Secretaries’ Section 


The attendance at the annual meeting of the 
State Secretaries’ Section of the American’ 
Bankers’ Association at Richmond was one of 
the most representative from the standpoint of 
attendance in the history of that organization. 
The usefulness of this Section becomes more 
apparent from year to year as a result of the 
exchange of information and the co-operation 
between the secretaries of the various State 
bankers’ associations of the country. The 
meeting was presided over by the president of 
the Section, W. J. Henry, secretary New 
York State Bankers’ Association. The following 
officers were elected: President, W. W. Bow- 
man, secretary Kansas Bankers’ Association, 
Topeka; first vice-president, Haynes McFadden 
of Georgia; second vice-president, George S. 
Bartlett, Milwaukee ; secretary-treasurer, 
George H. Richards, Minnesota. 





The Franklin National Bank of Philadelphia 
has been appointed reserve agent for the Cov- 
ington National Bank, Covington, Va. 

The Girard National Bank of Philadelphia 
has been approved as a reserve agent of the 
Planters’ National Bank, of Rocky Mount, N. C. 
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Nationalized 1865 


American Exchange National Bank 
NEW YORK 


Total 
Resources 


LEWIS L. CLARKE, President 


WALTER H. BENNETT, Vice-President 
ARTHUR P. LEE, Cashier 


yg ae C. HAIGH, Vice-President 
K. de GUISCARD, Asst. Cashier 


E. A. BENNETT, nai Cashier 
Depository for Reserves of State Banks and Trust Companies 
We offer every facility consistent with sound banking 


Foreign Liquidation Must Wait 
In an address on the “Effect of the War 
on Prices of American Railroad Bonds,” de- 
livered recently by Vice-President Lewis B. 
Franklin. of the Guaranty Trust Company of 
New York before the Society of Railway Fi- 
nancial Officers, he said: 

“It has been estimated that American 
securities to the extent of from four to 
seven billion dollars are held in Europe, 
and while it is evident that a large part 
of these are not for sale at any price, it is 
quite certain that the drain “on the re- 
sources of the belligerent nations will be 
so tremendous as to necessitate enormous 
liquidation. Their own securities are due 
to suffer more than ours and our markets: 
are therefore fikely to be the most avail- 
able. This problem must wait until our 
international credit and commercial rela- 
‘tions have been placed on a more normal 
footing. We cannot buy securities un- 
less we can sell commodities.” 





The Safe Deposit & Trust Company of Bal- 
timore, with capital of $600,000, and with sur- 
plus and undivided profits of $2,573,785, occu- 
pies first place in the third “roll of honor” of 
Maryland State banks and trust companies com- 
piled by the State Bank Commissioner. 


Progress of the Plainfield Trust Company 


Uninterrupted growth in and out of season, 
during bad as well as good times, is the best 
evidence gf conservative and successful poli- 
cies in bank or trust company management 
This record is true in connection with thd 
growth of the Plainfield Trust- Company ofi 
Plainfield, N. J. Its statement of financial con- 
dition as of September 12th indicates no cur- 
tailment but rather an increase of business 
during the past few months. Assets aggregate 
$5,067,081, -including railroad and other bonds 
at market value, of $862,758; bonds and mort- 
gages $1,178,594; demand and time loans and 
bills purchased $2,358,190 and $544,437 cash 
and reserve. Deposits amount to $4,673,648 
with capital stock of $100,000, surplus and un- 
divided profits of $270,897. The officers of this 
ably conducted trust company are: O. T 
Waring, president; A. V. Heely, vice-presi- 
dent; Henry A. McGee, vice-president; J. Her- 
bert Case, vice-president; De Witt Hubbell, 
secretary and treasurer; F. Irving Walsh, as- 
sistant secretary-treasurer; A. H. Kirby, as- 
sistant treasurer. 


At a recent meeting of the directors of the 





. Mount Vernon Trust Company, Mount Vernon, 


N. Y., Stephen Van Tassel was elected assistant 
treasurer. A.-M. Campbell is prigitent, and P. 
B. Sheppard, treasurer. 
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Georce M. La Monte 


Commissioner of Banking and Insurance of 
New Jersey, president of George La Monte & 
Son, Safety Paper manufacturers, and presi- 
dent of the First National Bank of Bound- 
brook, N. J., who was recently appointed 
Class C Director and vice-chairman of the 
Board of the Philadelphia Federal Reserve 
Bank. 


Encouraging Young People to Open Accounts 


The Wachovia Bank and Trust Company of 
Winston-Salem, N. C., appreciates the value of 
“human appeal” in devising campaigns for new 
business. Its publicity literature is especially 
directed to young people and emphasizes the 
need of thrift, and of maintaining a savings 
account. Some time ago the company offered 
cash prizes for stories written by young people 
covering the subject of checking accounts. 
The latest issue of The Solicitor, the publica- 
tion issued monthly by this company, contains 
a list of the prize winners which shows that 
the contest created wide intcrest. The story 
which was awarded the first prize is published 
in The Solicitor. 








HE Trust Department 


of this Bank is equipped 
to handle all kinds of Trust 


Business. 
Resources, $21, 000, 000.00: 


German American 
Savings Bank — 
== LOS ANGELES == 




















Investment Bankers’ Association Convention 


The third annual convention of the Invest- 
ment Bankers’ Association of America will be 
held at the Bellevue-Stratford Hotel in Phila- 
delphia, November 12th and 13th. The conven- 
tion will be presided over by the president, 
George B. Caldwell, who is vice-president of 
the Continental and Commercial Trust and 
Savings Bank of Chicago. A. B. Leach, of 
A. B. Leach & Co. of New York is nominated 
to succeed President Caldwell on the expiration 
of his third consecutive term. 


Security Trust Company 
Capital and Surplus, 
One Million Dollars 


Executes trusts of every nature 


Estates Department 
Write Corporation Feast Depastmnent ; 
Bond Department 


Our 


FORT AND GRISWOLD STREETS 
DETROIT 













1481 Chestnut St. La -.. - Sts. 


Baltimore Detroit 
Munsey Building Ford Building 








State and Municipal Bonds 


Suitable as security for additional 
currency and Postal Savings Deposits 


Specific offerings upon request. 


N. W. Halsey & Co. 


49 Wall Street, New York 


Boston, Halsey & Co., Inc. 
55 Congress Street 
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San Francisco London 
4% California St. Halsey & Co., Ltd 


Hibernia Bldg. Switzerland 


CLEARING HOUSE SECTION DISCUSSES RELATIONS UNDER 
FEDERAL RESERVE SYSTEM 


Keen interest was manifested in the pro- 
ceedings of the eighth annual meeting of the 
Clearing House Section of the American Bank- 
ers’ Association at Richmond because of the 
necessary and vital changes involved in the 
conduct of Clearing: House associations under 
the operation of the new Federal banking sys- 
tem. There is considefable doubt as to the 
relative status of the Clearing Houses because 
of the broad pewers in connection with ex- 
changes and clearings embodied in the Fed- 
eral Reserve Act. The sentiment developed, 
however, at the annual meeting that Clearing 
House associations will continue to exercise 
and enhance the value of their important func- 
tions. 

. The opening session of the Clearing House 


Section was called to order by President John: 


K. Ottley of Atlanta, who reviewed its work 
during the past year in his annual address. 
J.-S. Ayres presented the report of the. Execu- 
tive Committee. As secretary of the Section, 


O. Howard Wolfe read a report which was of 
exceptional interest. Frederick H. Hurdman 
of New York City then delivered an address 
on “Credits from the Standpoint of a Certified 
Public Accountant.” An instructive address 
was delivered by Francis Coates, Jr., Examiner 
of the Cleveland Clearing House Association 
on “The Effect of the Federal Reserve Act 
Upon Clearing House Examinations.” 

The afternoon session was devoted princi- 
pally to a discussion upon the rules and regu- 
lations governing the operation of the Federal 
Reserve banks. Particular attention was de- 
voted to those regulations which will affect 
Clearing Houses. Brief reports were also pre- 
sented by delegates from different cities. 


City. _ 









The © 
following officers were elected and installed: © 
President, A. Orville Wilson, State’ National © 
Bank, St. Louis; vice-president, J. D. Ayres, 7 
Bank of Pittsburgh; Pittsburgh, Pa.; secretary, 
O. Howard Wolfe, 5 Nassau street, New: York © 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $600,000 


SURPLUS AND PROFITS, $2,415,796 


OFFICERS 
MICHAEL JENKINS, PRESIDENT 
H. WALTERS, VicE-PRESIDENT 


JOHN W. MARSHALL - 
J. J. NELLIGAN 
ANDREW P, SPAMER 
GEORGE B. GAMMIE 


20 Vice-Pres, 

3D VicE-Pres. 

TREASURER 

ASST. TREAS. 

GEORGE R. TUDOR 
ALBERT P. STROBEL . 


H. H. M. LEE 
ARTHUR C. GIBSON 
JOSEPH B. KIRBY ~~ 
WILLIAM R. HUBNER 


. CASHIER 
REAL ESTATE OFFicEeR 


SECRETARY 
» SECRETARY 
. SECRETARY 
. SECRETARY 


DIRECTORS 


MICHAEL JENKINS 

H. WALTERS 

WALDO NEWCOMER 
DOUGLAS H. THOMAS 





NORMAN JAMES 
SAMUEL M. SHOEMAKER 
BLANCHARD RANDALL 
€. H. PERKINS 





ISAAC M. CATE 
JOHN W. MARSHALL 
JOHN J. NELLIGAN 
‘ROBERT GARRETT 


FAVORABLE FACTORS IN THE INVESTMENT SITUATION 


It is significant that the leading investment 
firms of New York City maintain an attitude 
of confidence in regard to the course of high- 
gtade investment values, notwithstanding the 
many problems presented because of the Euro- 
pean conflict. This reassuring viewpoint is ex- 
pressed in the latest circular issued by N. W. 
Halsey & Co., from which we quote as fol- 
lows: 

“Many phases of the existing situation point 
to the conclusion that the present period of 
low prices for high-grade bonds will not be of 
long duration. In the first -place, it must be 
remembered that wé have experienced a tre- 
mendous dislocation of the credit machinery 
of the United States. Paymient of existing 
loans has not to any appreciable extent been 
insisted upon by the banks, but new borrow- 
ing, except in cases of absolute necessity, has 
to the furthest possible degree been discour- 
aged. 

“The inevitable result of the great shock 
which has affected the credit structure will be 
a material contraction in commercial and in- 
dustrial activity. Business will go slow until 
it catches its breath. It will require time to 
recover from the abnormal situation now 
existing. This slowing down will result in a 
great diminution of the demand for crédit. 
There are already indications that the money 
markets of the country are beginning to ex- 
perience easier tendencies. Some bankers in- 
cline to the view that within a few months we 
shall see just the reverse of the present situa- 
tion, i. e., a plethora of loanable funds in all 
financial markets, on account of the limited 





demand for money from commercial and in- 
dustrial users. 

“There are other influences which will oper- 
ate to reduce the demands on the money mar- 
kets. We refer to economies which undoubtedly 
will be put into effect by practically all cor- 
porations, both public and private. New York 
has already entered into a contract which obli- 
gates the city to reduce to the minimum its 
expenditures for improvements, civic better- 
ments, etc. Other municipalities will un- 
doubtedly follow this general policy. Private 
corporations will likewise curtail as far as pos- 
sible all expenditures for capital purposes. 
Only necessary improvements and additions 
will be made. This eventually is of particular 
interest to the investor, because inasmuch as 
almost all large expenditures. by both public 
and private corporations are financed by bond 


.issues, a general reduction in such expenditures 
will mean that the supply of new securities to. 


be issued during the next six months or a year 
will be much below normal: 

“There may also be anticipated a great in- 
crease in the thrift and economy of our people. 
It is one of the anomalies of our economic 
history that we in this country save more when 
we feel, a little, the pinch of hard times than 


we do when we are at the height of an indus-. 


trial boom. As the amount of new securities 
which any nation is able to absorb in any 
given period is practically limited to the 
amount of the savings of the people during 
that period, the relatively large amount which 
our people will save during the ensuing year 
will have a decided influence upon our security 
prices.” 











“Supply America First”’ 


A hopeful view is expressed as to domes- 
tic trade and financial affairs in this country 
by the Franklin National Bank of Philadelphia 
in its “Digest of Trade Conditions,” compiled 
Sept. 23. Timely suggestions are offered in 
regard to trade opportunities with South Amer- 
ica and the wisdom of increasing productive 
activity to fill the gap caused by the decrease 
in imports. We quote the following extracts: 

“Last year our imports were valued at 
$1,793,000,000, and a considerable portion 
of this merchandise can hereafter be sup- 
plied in this country. Of this item, nearly 
$1,000,000,000 in value was made up of 

partly or wholly manufactured goods, a 

large percentage of which can hereafter be 

‘made here cheaper than it can be imported. 

Added.to this item, which would amount 

to more than $500,c00,000 a year, is the 

matter of over a $100,000,000 worth of 
commodities brought into this country 
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_ Strictly a Commercial Bank 
In New York’s Business Center 


Irving National Bank 
NEW YORK 
Woolworth Building 





a need for at least $700,000,000 to $90v,000,- 
000 worth of commodities per annum which 
are now being supplied to us by Europe 
and which we can hereafter furnish to 
ourselves. This trade demands the first 
attention of American business men. It 
means a tremendous increase in‘output for 
fully 75 per cent. of the manufacturing 
plants of this country. 

“It is probably not real lack of money 
but the hoarding of money which is mak- 
ing us feel a financial pinch at the pres- 
ent time. With confidence restored, and 
with a clearer understanding of our pos- 
sibilities, this money will reappear and find 
its way into. ordinary commercial chan- 
nels. To paraphrase the famous line, may 
we suggest that American manufacturers 
‘SuppLy AMERICA First.’” 





The Land Title & Trust Company of Phila- 


during the first half of this calendar year 
in excess of the usual imports for that 
period of time. This $100,000,000 worth 
of merchandise has, previous to 1914, 
been supplied by ourselves and is presum- 
ably the increase in imports brought about 
hy decrease in tariff. There is, therefore, 


delphia, recently forwarded notices to its de- 
positors announcing discontinuance of the sys- 
tem of balancing pass books after September 
30th. In lieu thereof it is intended to render 
detailed statements ‘with cancelled checks at 
regular intervals. Pass books will be used only 
for the purpose of entering deposits. Semi-an- 
nual settlements have been suggested. 
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Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 


TRUST COMPANIES PUBLISHING ASSOCIATION 
No. 1 Liberty St., N. Y. City 
Long Distance Telephone, 5523 John 
C. A. Lunnow, Editor and Publisher 





Advertisements of trust banks, - 
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for publication at rates which will 
sent on application. 


Insertions of meetings, dividends, statements, or- 
ganizations, etc., at special rates for each insertion. 
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copies, 35 cents. Subscriptions ad- 
vance. Foreign coudbe $1.00 ad- 
ditional for postage. 
Entered at the New York Post Office as Second 

Class Mail Matter 


New York City 


Orderly Progress in Foreign Exchange and 
Domestic Financial Situation 

The bankers of New York, true to the tradi- 

tions of the nation’s financial center, are slowly 

but surely gaining complete mastery over all 

the international and domestic phases of the 


situation caused by the European war. The 
questions with which they are now coping are 
not sordid nor local but national in scope and 
call for the exercise of the kind of practical 
patriotism which should be emulated at Wash- 
ington as the seat of government. In fact the 
bankers of the whole country have recentiy 
given substantial proof of a high conception of 
duty as citizens by their ready response to relief 
measures, such as. the creation of a $100,000,000 
gold pool for the relief of the foreign exchange 
market and the cordial promise of support for 
the plan to provide another loan fund of $150,- 
000,000 to prevent demoralization in the cotton 
market. It is certain that our troubles would 
have been far more serious if the New York 
banks and trust companies, with but two small 
exceptions, had not subscribed their support 
to the payment of $80,000,000 New York City’s 
maturing indebtedness in Europe and in meet- 
ing other obligations in gold. 

It would be folly to ignore the grave uncer- 
tainties which still overhang our markets and 
the obstacles which must be overcome in re- 
storing international credits, in paving the way 
for the resumption of trade activities and in 
preserving home markets. The acute stage, 
however, has been passed, thanks to the co- 
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operative and special agencies employed, such 
as the emission of emergency currency, the use 
of Clearing House loan certificates and the 
restraint on speculation by the closing of stock 
exchanges. From practically every viewpoint 
the situation here in New York and through- 
out the country has shown imprevement. But 
what is not generally known is the quiet prog- 
ress which is being made to guard against 
eventualities, against the effects of prolonged 
hostilities in Europe and in mobilizing our 
resources to prevent assault upon vulnerable 
points as a debtor nation. We have it from 
the lips of England’s most eminent financial 
authority, Sir George Paish, répresenting the 
British Treasury, who is now in this country, 
that the fears entertained as to a deluge of 
American securities held in Europe, are un- 
warranted. That is doubtless the one great fac- 
tor which militates against the early reopening 
of the New York Stock Exchange. The next 
important consideration, namely, the protection 
of bank loans secured by collateral, is being 
gradually met. Within the boundaries of “cash 
transactions” and such restricted dealings as 
countenanced by the various committees repre- 
senting the Stock Exchange, the investment and 
banking interests, there has been a_ large 
amount of unheralded liquidation of loans by 
stock brokers who encourage their customers 
to take up their stocks gradually, or increase . 
margins. In many ways the tension on the 
loan market Has been released and has resulted 
in easement of money rates. 





How the Banking Situation Has Improved 


The most embarrassing factor in the local 
banking situation was the depletion of bank 
reserves because of payments which had to 
be made since the outbreak of the war in set- 
tling foreign balances for the entire country. 
Although interior points carried on their trade 
with foreign countries direct before the war, 
were naturally conducted 
through New York. During early August, the 
deficit reported by the Clearing House banks 
and trust companies amounted to $48,000,000 be- 
low the 25 per cent. legal reserve against de- 
mand deposit liabilities. The deficit was practi- 
cally wiped out at the end of the third week in 
October when a gain of $6,000,000 cash and a 
reduction of $6,800,000 in loans was reported. 
This is truly a remarkable recoverv in view 
of the depletion of gold resources to meet the 
payments for the latest New York City loan, 
the subscriptions to the $100,000,000 gold fund, 
and in view of the fact that gold has been 
flowing out of the country. almost continuously 
since the first of the year, bringing the -aggre- 
gate above $160,000,000, not including the spe- 
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cial funds. This improvement ‘is still more 
significant when it is recalled that after the 
panic of 1907 the surplus of the New York 
Clearing House banks was not restored until 
January 11th of the ensuing year. Further- 
more, the banks and trust companies of the 
New York Clearing House are carrying not 
less than $331,000,000 in specie to which must 
be added $42,500,000 reported by institutions 
outside of the clearing house. 





Effect of Improvement on Investment 
Conditions and Money Market 


The fact that banking conditions in. New 
York are rapidly approaching a more normal 
basis is indicated by the more liberal exten- 
sion of accommodation to merchants,’ the re- 
laxation of call money rates from 8 to 7 per 
cent. while many institutions are maintaining 
a 6 per cent. rate for limited amounts in be- 
half of their customers. Cash is also begin- 
ning to flow in from the interior, and the re- 
striction on general business and trade throngh- 
out the country, caused by the war conditions, 
is having at least the one salutary effect of 
easing the money markets generally. Confi- 
dence and courage is returning in the invest- 
ment markets. But a large number of inves- 
tors are still holding back, despite the bargain 
counter prices of high-class securities, because 
of the belief that there may be pronounced 
European liquidation in the event of prolonged 
war and because of the fear that railroads and 
other corporations may have to temporarily 
suspend dividends. One thing is positive, how- 
ever, that the administration at Washington 
has the opportunity to render a great service 
at this time by using its influence with the 
Interstate Commerce Commission in order to 
secure an early and favorable decision in grant- 
ing the appeal of railroads for living rates. 
Such’ an announcement would go far toward 
dissipating the evil influence of the war on the 
investment situation at home. 





Attention. of Officers 
given to individual 
requirements of each 
depositor. We solicit 
your business and 
would be particularly 
pleased to have a per- 
sonal interview with 
- $10,000,000.00 you. --..-..- 


$83,000,000.00 


Weekly Bank Statements Show Marked 
Improvement 


Notwithstanding the drain of gold for sub- 
scriptions to the New York City notes and the 
national gold fund of $100,000,000 and for other 
operations the banks and trust companies of 
New York City have been able to show remark- 
able progress in building up and canceling the 
reserve deficit. The deficit below the required 
25 per cent. legal reserve for National banks 
was as low as $48,000,000 in August. The week 
ending October 17 witnessed a cash increase of 
over $6,000,000 and loan reduction of $4,423,000, 
which practically covered the remaining deficit. 

It is most significant that a number of the 
larger banks have already returned their quota 
of Clearing House loan certificates and that the 
emergency notes authorized under the Aldrich- 
Vreeland law are also being redeemed. The 
trust companies, likewise, have been able to show 
substantial progress. Following. are the prin- 
cipal items in the weekly statements: 
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Deposits Loans & Inv. Cash 
SS err $1,189,180,900 $1,103,621, 600 $106,722,600 
oS See "189,296,800 1,102, 107,506, 
Ee oases ae 1,206,211,400 1,114,925,300 109,339,200 
a eee 1,208,318,400 1,138,481,600 107,741,500 
Sept. 19........ ,207,484,500 1,144,215,800 108,180,700 
) ee 1,176,344,600 1,115,465,400 111,292,100 
| aaa 1,172,038,900 1,111,901,200 108,714,400 


CLEARING HOUSE BANKS (Daily Average) 


(Including Trust ogee ees 
Net 


ie ay 447, 000 $2,171 513, COO $434,566,000 

935,239,000 2,175,936,000 428,447,000 

. eee 1968 283,000 2,202,131,000 424,756,000 

- 1,983,246,000 2,226,706,000 415,679,000 

- 1,984,236,000 2,230,282,000 408,797,000 

- 1,920,294,000 2,162,994,000 387,423,000 
eee 1,902,388,000 2,136,964,000 391,004,000 





N. W. Halsey & Company, and Harris Forbes 
& Company announce that the progress in the 
affairs of. the Pacific Gas & Electric Co., en- 
ables immediate redemption of $2,500,000 of its 
5 per cent. notes, due March, 1915. The total 
issue of notes is $7,000,000. The company is 
advertising for’ sealed offerings. 
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i and trust companies throughout the 
i United States. Many of these have been 
8 with us for years—significant evidence of 
‘ satisfactory service. 

i We welcome the business of such 
; institutions and feel confident that we 
P can satisfy new depositors as well as we 
| are now Satisfying our old ones. 
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Guaranty Service 
Il. 


Reserve Accounts 











We are to-day handling the reserve 
accounts of a large number of banks 


Write us about it. 


Guaranty Trust Company 
of New York 


Capital and Surplus - - $ 30,000,000 
Resources, over - - - - 200,000,000" 
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THE 


SEABOARD 


National Bank of the City of New York 


ee one earnestly solicits accounts. active,or dormant, from trust companies th 


United 


ates. Interest allowed. Its solicitation is based upon conservatism, service in 


out the 
banking 


lines, excellent facilities, and the fact that its officers give their personal attention to all accounts. 


CAPITAL, $1,000,000 


SURPLUS AND PROFITS (earned), $2,625,000 





EFFECT OF OPENING NEW YORK RESERVE BANK AND REDUCTION 
OF RESERVES 


The National banks of New York City are 


prepared to meet all necessary requirements’ 


for the opening of the New York Federal Re- 
serve bank on .November 30, although the radical 
readjustments involved will only increase their 
burdens for the time being. As the center in 
which banks throughout the country have main- 
tained their reserve balances and surplus ac- 
counts, New York institutions will be called 
upon to make the heaviest transfers not only 
to the New York Reserve bank but also on 
behalf of thcir out-of-town correspondents to 
other regional banks. The amount of their 
‘initial subscriptions to the capital stock of the 
New York Reserve bank is a fixed quantity 
and will be consummated without any serious 
difficulty. The transfer of bank _ reserve 
balances is a more arduous task under prevail- 
ing conditions. But such requirements have 
been anticipated ever since the new law was 
passed, and {ft may be assumed that every bank 
has arranged its affairs accordingly. 

Another important factor must not ke lost 
sight of, and that is the large volume of re- 
serves which will be released by the reduc- 
tion of cash reserve requirements for central 
Reserve banks from 25 to 18 per cent. The 
New York banks have tmhade good the de- 
ficiency in legal reserves and they will be 
entitled therefore to a release of 7 per cent. 
of their cash. The average deposits of the 
Clearing House hanks now stand at $1,935,000,- 
ooo and excluding the trust company members, 
it is safe to say that the sum of $80,000,000 
will be available as a basis for a new credit 
supply and with which to meet the shifting of 
balances and subscriptions to capital. The first 
installment of subscription to capital stock of 
I per cent. of the paid-up capital and the sur- 
plus of subscribing banks is payable November 


2d. Based on June 3oth returns the New York - 


banks will make an initial payment of $3,330,- 
ooo toward the Reserve bank capital stock. 
The law requires the transfer of reserves to 
the Reserve banks in installments and it is 
evident that the local banks will encounter no 
serious hardship in complying. 

Sentiment in regard to the early opening of 
the Reserve bank has improved because of the 
personnel of the governing board. The election 
of Benjamin Strong, Jr., as Governor of the 
New York bank, is most gratifying. The three 
Class C directors announced by the Federal Re- 
serve Board for the local bank, namely Pierre 
Jay as Reserve agent and chairman of the 
board; Charles Starek, formerly National bank 
examiner, and George Foster Peabody, also give 
assurance of expert administration. Temporary 
offices have been leased at 27 Pine street. 





Thomas Cochran, Jr., Elected President 
Liberty National 


The board of directors of the Liberty Na- 
tional Bank have elected Thomas Cochran, Jr., 
who has been vice-president of the Astor Trust 
Company, as president of the bank to succeed 
Seward Prosser, who has resigned to take the 
presidency of the Bankers’ Trust Company. 
Mr. Cochran was born in St. Paul, Minn., in 
1872. He is a graduate of Yale, ‘94, and has 
heen vice-president and a director of the Astor 
Trust Company since its organization in 1907. 

Mr. Prosser is succeeded as vice-president of 
the Astor Trust Company by Ranald H. Mac- 
Donald, of the real estate firm of Ranald H. 
McDonald & Co. 

. Directors of the Astor Trust Company have 
elected Thomas Hildt, vice-presidént of the 
National Bank of Commerce in Baltimore, to a 
similar placé in the trust company. 
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CHARTERED 1864 


UNION TRUST COMPANY 


OF NEW YORK 
Main Office, 80 Broadway 


Fifth Avenue Branch, 425 Fifth Ave., Cor. 38th St. 


Plaza Branch, 786 Fifth Ave., Cor 60th St. 


Modern Safe Deposit Vaults at both Branches 


OFFICERS | 
EDWIN G. MERRILL, 


JOHN V. B. THAYER, Vice-President 
JOHN Y. G. WALKER, Vice-President 


President 
CARROLL C. RAWLINGS, Vice-Pres’t & Trust Officer 
HENRY M. POPHAM, Vice-President 

+. Wat M. MYRI 


‘TSHORNE, Asst’ Secre’ 
BENJAMIN A. MORTON, Ase’t Trust 
LS, President 
Plaza Branch, Fifth Avenue and 60th Street 


w. yor be MILLS, Vice- 


W. PARSON, Ase’t Secretary 
5th Ave. Branch, Fifth Avenue and 38th Street 


TRUSTEES 


. EMLEN pocevaLr 
- PARKER SHORTRIDGE 
H. TWEED 


ES K 
JAMES SPEYER EDWIN G. MERRILL 
M. ORME WILSON 


$3,000,000 _ SURPLUS (Earned), $5,300,000 


WILLIAM WOODWARD 


CAPIT 


Acts as Executor, 
Fiduciary Trusts. 


Guardian 
Receives 


JOHN V. B. THAYER 
AUGU ISTUS W. KELLEY ALTER P. BLISS 
FREDERIC de P. FOSTER 
JAMES GORE KIN 


Toney &c. 
Securities for Safe Keeping and Collection of Income. 


Vv. EVERt T MACY 


IG 


Administers ‘‘Institutional’’ and Other 


ALLOWS INTEREST ON DEPOSITS 


Rule for een Fund Drafts 


In order to prohibit the practice of interior 
institutions in drawing on New York banks 
for the purpose of replenishing their 5 per cent. 
redemption fund with the Government, the 
Secretary of the Treasury has issued a cir- 
cular to. the National banks in general that 
New York drafts through the Assistant Treas- 
urer at New York will no longer be accepted. 
It is understood that this expedient has been 
adopted in order to protect the supply of law- 
ful money now held by the New York banks. 





Great Door for Morgan Vault 


The heaviest vault door ever constructed was 
brought to New York recently from the Bethle- 
hem Steel Corporation’s plant at South Bethle- 


hem, Pa., and delivered at the new office of 
_J. P. Morgan & Co. It weighed thirty-two 
tons, and will fit into a circular vestibule, 


weighing twenty-five tons, in the vault beneath 
the Morgan Building. The door is 4 feet and 
the vestibule 5 feet thick, and form part of 
oné of the most elaborate bank vaults in the 
country. 

The Irving National Bank has been approved 
Reserve agent for the Fort Sutter National 
Bank, Sacramento, Cal. 








Bankers Trust Company Appointed 
Registrar 


Another large corporation has designated the 
Bankers Trust Company registrar for its issues 
of commercial paper. It-.will be recalled that 
the Bankers Trust Company was the first to 
originate the system of trust company registra- 
tion of commercial paper. The first corpora- 
tion to enter into this arrangement with the 
Bankers Trust Company was the International 
Paper Company. The methods observed in 
connection with this plan have been fully de- 
scribed in special articles in Trust ConPANIES. 
The system is one which must appeal to the 
most conservative corporations and particularly 
because of the safeguards provided. Such pa- 
per doubtless commands higher favor on the 
part of accepting banks. The arrangement 
with the Fisk Rubber Company for the fregis- 
tration of its commercial paper by the Bank- 
ers Trust Company will become effective No- 
vember Ist. 





In pursuance of a resolution adopted at the 
annual meeting of the New York Clearing 
House Association, all officers and members of 
the various committees whose terms expired 
September 30th, are retained for the ensuing 
year. 
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Guaranteed Mortgages 


( Exempt from Personal Taxes in the Stale of New York) 


E are offering you GUARANTEED MORTGAGES, guaranteed 
by us as to principal and interest, which will net you as an 
investor 4% or 5 per cent. We also offer you guaranteed mort- 

gage certificates in inations from $50 to $1000, to net you as an 
investor 5 per cent. You will receive our check semi-annually for the 
stipulated amount of interest; and the principal according to the terms 
of the policy or the certificate. You do not have to watch the property 
or even to collect interest;—we do all that for you. At the same time you 
can invest in these securities any small amount you wish from $50 up. Our 
Guaranteed Mortgages are among the safest investments ever issued. They 
are supported by a three-fold security:—first, improved real estate on which 
the loan is within the limit prescribed by law for trustees; second, by our 
large capital and surplus; third, we will guarantee mortgages only to the 
amount of ten times our capital and surplus. 


Lawyers Title Insurance and Trust Company 


160 BROADWAY, NEW YORK 188 MONTAGUE ST., BROOKLYN 
BRANCH OFFICES 
383 East 149th Street, Bronx 
120 Main Street, White Plains, N. Y. 


367 Fulton Street, Jamaica 1354 Broadway, Brooklyn 


eR 


‘Field Day’’ for Broadway Trust Company 
Employees 

Midland Park, Staten Island, was recently 
the scene of the “Field Day” of the employees 
of the Broadway Trust Company, New York. 
More than two hundred persons, including the 
wives and families of some of the members of 
the company, attended the event. A _ baseball 
game and track meet occupied most of the 
afternoon. The officers and clerks vigorously 
contested the baseball game. On the officers’ 
team President Frederic G. Lee played first 
base, and John Williams, treasurer of the com- 
pany was at shortstop. Valuable prizes were 
awarded to the victors in the track meet, and 
a silver loving cup was gjven to the Attna 
office team as winners of the relay race. Teams 
from all the company’s five offices participated. 
After an elaborate dinner and a few hours in 
the park the party returned to New York. The 
company proposes to continue this outing 
annually. 

At the annual meeting of the Guaranty Club, 
composed of officers and employees of the 
Guaranty Trust Company of New York, Henry 
R. Wohlers, secretary to President A. J. Hemp- 
hill, was elected president of the club. 

The Farmers National Bank, Cooper, Tex., 
has opened a reserve account with the Na- 
tional Park Bauk. 


New York Land Bank Organized 


The organization ceftificate of the Land 
Bank of the State of New York was ordered 
executed at a meeting recently of the members 
of the board of directors in charge of the new 
system of co-operative finance. 

The capital of $100,000, which the new law 
requires before the bank can be authorized 
to begin operations, has been subscribed. This 
capital has been pledged by forty savings and 
loan associations representing every section 
of the State, with aggregate resources of ap- 
proximately $20,000,000. 


Under Sufervision of Federal Government 


AMERICAN SECURITY 
& TRUST CoO. 

= —WASHINGTON, D. C= 

Capital & Surplus, $5,000,000 

Assets, over - $14,000,000 


Interest Paid on Checking Accounts 
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This Company’s Ability to Serve— 


tho’ fostered by the desire to serve—only reaches 
its full growth through the proper facilities for 


service. 


The scope of this Service has fice enlarged again 
and again by uniting the most modern banking 
equipment with sound organization. 


Broadway Trust Company 
Woolworth Building 
New York 


Attractive Investment Offerings 


The fact that the investment market is gradu- 
ally recovering from the effects of the Euro- 
pean war is indicated by the offerings of high- 
grade investments and particularly of public 
service corporation bonds by some of the rep- 
resentative investment houses of New York 
City. A list of offerings issued by N. W. 
Halsey & Co., includes the following: Ameri- 
can Public Service Company first lien 6 per 
cent. gold bonds, dated December 1, I912, and 
due December 1, 1942, redeemable at 105 on 
any interest date; Southwestern Power and 
Light Company first lien 5 per cent. gold 
bonds, dated June 1, 1913 and due June I, 1942; 
Virginia Railway & Power Company first and 
refunding mortgage 5 per cent. gold bonds, 
dated July 1, 1909, and due July 1, 1934, and 
Danville, Champaign & Decatur Ry. & Lt. Co., 
consolidated _and refunding collateral trust 
5 per cent. gold bonds, dated March 1, 1913, 
and due March 1, 1938. 


The Public Service Commission of the Sec- 
ond District has approved the consolidation of 
the New York Central & Hudson River Rail- 
road Company and the Lake Shore & Michigan 
Southern Railroad Company. 


New York Brevities 


Shareholders of the Baltimore & Ohio will 
hold a special meeting on November 15th, to 
approve a $600,000,000 refunding bond issue 
covering the whole property. 

Judge Mayer has appointed Calvert Brewer, 
vice-president of the United States Mortgage 
and Trust Company, receiver of the Atlantic 
Gas and Electric Company. 

The recent statement of the Guaranty Trust 
Company of New York, issued in response to 
the call of the State Superintendent of Banks 
as of September 12th, exhibits total deposits of 
$202,000,000 as compared with $167,000,000 one 
year ago— a gain of $35,000,000 in twelve 
months. The total resources of this company 
now exceed $260,000,000. _ 


Interest and dividend disbursements during 
October are estimated at $160,386,585, or 
$5,734,268 less than in October last year. 

The Franklin Trust Company recently 
opened a Manhattan office at 46 Wall Street, 
which is equipped with every facility for the 
convenience of customers. The Franklin Trust 
Company is a member of the New York Clear- 
ing House Association, and besides the main 
office. at 166 Montague street, - Brooklyn, has 
another branch office at 569 Ful*-n street. 
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Fulton Trust Company 


of New York 


(ESTABLISHED 1890) 


Singer Building, 149 Broadway 
Capital, Surplus and Undivided Profits, $1,150,000 


E find there is a field for a Trust Company which does a 
personal business (personal accounts, management of real 
and personal property, personal trusts, etc.). 

The Fulton Trust Company of New York has made a specialty 
of serving Individuals and Estates rather than Corporations. We 
have nearly 2,500 accounts, and as some depositors have more than 
one account, there are about 1,500 people doing business with this 
institution at the present time. 

Our average deposit line of about $9,000,000 shows confidence 
in the management, as it is a liberal one for a Company having 
$500,000 capital and $650,000 surplus and undivided profits. This is 
especially satisfactory, as we have practically no account’ of banks or 
bankers, our total of these balances being less than $100,000. 

Our capital stock of 5,000 shares is divided among 194 stock- 
holders, showing a distributed control. The stock held by Estates 
has been generally divided and not sold. : 
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Designated Depository by the State of New York for Reserve Funds of 
State Banks and Trust Companies, for Court Funds, General 
Funds—by Supreme Court for Supreme Court Funds 
—by the City of New York for City Funds 


= 


TRUSTEES 


HENRY C. SWORDS, President 


H. H. CAMMANN HENRY W. REIGHLEY 
Vice-President 2d Vice-President 


Charles C. Burke Frank 8. Witherbee Arthur D. Weekes ! 
Lispenard Stewart Robert Goelet Charles M. Newcombe 
Henry Lewis Morris Fréderic de.P. Foster Robert L. Gerry 
Edwin A. Cruikshank Alfred E. Marling James 8. Alexander 
Charles 8. Brown Richard H. Williams Charles Scribner 
Henry K. Pomroy Howland Pell Edward De Witt 

J. Roosevelt Roosevelt Archibald D. Russell John D. Peabody 
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CHARLES M. VAN KLEECK, Secretary 
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fiducia - 
I 29 chs Coaspanty makes opel lestare 


Guaranteed 6% Certificates 


M real 
sormetg Dig eerenty ca eer 


SALT LAKE 
SECURITY & TRUST CO. 
SALT LAKE CITY, UTAH 


| Capital and Surplus, $400,000.00 


Central Trust Company Sustained in 
Rock Island Foreclosure 

The Federal District Court for Southern 
New York has _ sustained the Central | 
Trust Company in its suit brought to fore- 
close the mortgage issued by the Chicago, 
Rock Island and Pacific Railroad Company.- 

The difficulty arose over the attempt of 
the bondholders to interfere with the en- 
tering of a decree.in foreclosure. The bond- 
holders contended that the president of the 
trust company was also chairman of the 
bondholders’ committee, and that the com- 
mittee had exacted onerous conditions of 
the bondholders. They urged that it was 
unfair to have the stock which had been 
put up as collateral for the bonds sold in 
a single block instead of an upset price. 
Other objections were made as to the 
method by which the old Illinois Rock Is- 
land Company had been induced to part with 
$7,500,000 in the purchase of the San Fran- 
cisco Railroad: Stock. 

The Court very properly refused to allow 
intervention, The attempt made to impeach 
the trustee was prematurely brought. “To 
justify intervention,” said Judge Mayer, 
“the court must be satisfied that the trustee 
is guilty of fraud or misconduct, or that 
he is so situated that his obligations in some 
other direction conflict with or are incon- 
sistent with the proper discharge of his 
duty as trustee. Upon the papers submit- 
ted on this motion I am not so satisfied, 
but on the contrary my conclusion is that 
the trustee is discharging its duty in the 
premises in accordance with its obligations 
under the trust agreement, and that it has 
not done any act nor taken any position 
which justifies or requires intervention.” 

As to placing an upset price on the stock, 
judge Mayer also very: properly pointed out 
that under present financial conditions the 
placing of such a price would be ill-advised. 
“To sell at this time,” said he, “otherwise 
than in one block or parcel- seems: imprac- 











































The Hawaiian Islands are a regularly 
organized Territory of the United States 


Trent Trust Co., Ltd. 


Honolulu, Hawaii 


Qualified and Equipped to Perform 
all the Functions of a Trust 
Company 


Correspondence Solicited 


ticable, and might well lead to harmful de- 
lay and confusion, and as it seems to me, 
might merely postpone the problem for pos- 
sibly a considerable period.” 

The opinion as a whole clearly indicates 
that the court found no inconsistency in the 
fact that the president of the trustee com- 
pany was also a member of the bondholders’ 
committee. A trustee under a corporate 
mortgage is naturally in a more or less neu- 
tral position. He represents both the cor- 
poration and the bondholders and it is his 
duty to see that the terms and conditions 
of ‘the mortgage are strictly enforced. In 
our experience we have found that trust 
companies acting in this capacity have been 
especially careful to conserve their own 
good names and to protect as far as pos- 
sible all the parties in interest. Following 
the reasoning of the court, we can see no 
reason why bondholders should be allowed 
to intervene in a mortgage foreclosure 
simply because the president of the trustee 
company is also a member of the bond- 
holders’ committee. He is merely one of a 
committee and does not control the com- 
mittee. His familiarity with conditions 
should be of value to the committee in the 
reorganization of the corporation. So long 
as the trustee conducts itself with due regard 
to the rights of all the parties, there is no right 
to interference, especially at foreclosure. It is 
a credit to the trust company that the attack 
made in this case failed and that the court so 
clearly made its opinion known. 


A Publicity Committee has been formed by 
the New York State Bankers’ Asso¢iation con- 
sisting of James H. Perkins, vice-president of 
the National City Bank and president of the 
Association; Charles H. Sabin, vice-president 
of the Guaranty Trust Company; W. W. 
Brundage, cashier of the Bank of Hammonds- 
port; James G. Cutler, president of the Al- 
liance Bank, Rochester, and F. W. Hyde, cash- 
ier of the National Chautauqua County Bank, 
Jamestown. 
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International Mercantile Marine Stock- 
holders’ Committee 


Holders of the preferred and common 
stock trust certificates of the International 
Mercantile Marine Company have selected 
George C. Van Tuyl, Jr., president of the 
Metropolitan Trust Company of New York; 
Joseph Walker, Jr., of Joseph Walker & 
Sons; George A. Huhn, of George A. Huhn 
& Sons, Philadelphia, and Vernon C. Brown, 
of Vernon C. Brown & Co., as a committee 





An Investment Free From Fluctuation in Price 


Texas Land Mo 


the European war. mpare 
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6% Municipal Bonds 


Ww E offer to investors a wide selection of Northwestern 
Municipal Bonds yielding from five to seven per cent. 
——— $200 and $500 denominations available for individual 


We recommend them to banks, trustees and individuals seeking 
conservative yet profitable investments for their idle funds. 
Write for list of offerings. 


Bonds acceptable for Postal Savings Collateral always on hand 


Gnion Trust & Savings Bank 


SPOKANE, WASHINGTON 
D. W. TWOHY 
President 


W. J. C. WAKEFIELD 
Vv ent 


FRANK C. PAINE 
tary Ass 
ARTHUR S. BLUM 
Cashier 


JAS. cS CUNNINGHAM 
ice-Pres. Manager 
W. J. KOMMERS 
Vice-President 


LINN NINN INSTT ASIN EIST arrAayy 


AAA ad ay 


$500,000 


ZLINSTAN INNINGS 


SURPLUS, $100,000 


to represent them in view of the Interna- 
tional Mercantile Marine Company having 
deferred payment of interest, which matured 
October 1, on its mortage dnd collateral 
Trust Gold Bonds of 1902. H. M. DeLancie, 
66 Broadway, has been selected as secretary 
of the committee. The Metropolitan Trust 
Company of New York is depositary for the 
committee and the Land Title & Trust Com- 
pany of Philadelphia is agent for the de- 
positary. 


. 


ages are selling for the same prices today as they were before 
this with railroad bonds and listed stoc 


. which are 


practically unsalable on account of the Stock Exchange being closed. 
The guaranteed mortgages sold by this Company pay you 7% on your investment. 
Write for list of investments. 


BANKERS TRUST COMPANY 


HOUSTON, TEXAS 


Capital $2,000,000 


Surplus $600,000 
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Philadelphia 


Special Correspondence 
General Situation is Reassuring 

The officers of Philadelphia banks and trust 
companies have evidently taken to heart the 
injunction to pay less heed to the changing 
fortunes of war in Europe and are directing 
their attention toward bringing about the 
restoration of business. and financial affairs 
upon a more normal basis. It is significant 
that the banks are more liberal in extending 
accommodation to borrowers, although .cxer- 
cising strict scrutiny in passing upon all ap- 
plications and collateral. The reserve basis is 


being steadily strengthened and the demand’ 


for emergency notes has almost subsided. Up 
to the present time the total amount of emer- 
gency currency taken out has barély exceeded 
the $10,000,000 mark and a considerable pro- 
portion of this is being held in vault. Com- 
pared to the amount of emergency notes issued 
in other cities of the first-class this total is 
small. The last official statements to the 
Comptroller showed that fifteen banks had 
taken out Clearing House certificates to the 
extent of $5,500,000. 

But Philadelphia has not escaped the com- 
mon curtailment in general trade and security 
market activity as indicated by the decrease’ in 
bank clearings. The aggregate clearings for 
September were $560,888,646, a .decrease of 
$16,771,000 as compared with the previous 
month of August, and a decrease af $93,275,000 
as compared with September last year. This 
was properly attributed to the closifig of the 
stock exchanges, restriction of credit facilities 
and the general embargo on business conditions 
which affects the entire country because of the 
European war. Trading in stocks has been 
resumed on a small scale and on a cash basis, 
with very little fluctuation in prices. Bond 
houses are also reporting a fair increase in 
daily transactions. 

The underlying firmness of the local banking 
and trust company situation is further marked 
by the quick response to the request for con- 
tributions to the $100,000,000 gold fund to re- 
lieve the foreign exchange market. Although 
the amount called for by the general committee 
was $8,000,000 the subscriptions amounted to 
$12.000,000. Excellent work is being accom- 
plished in aiding the general exchange situa- 
tion by the Clearing House Committee headed 
by Levi L. Rue of the Philadelphia National 
Bank. 

The Fourth Street National Bank has con- 
tributed $1,250,000 to the gold fund of $100,000,- 
ooo for the relief of the foreign exchange 
situation. 


. 


Franklin 


National Bank 
PHILADELPHIA 


INCORPORATED 1900 
CAPITAL, * = $1,000,000 
SURPLUS, - - 3,000,000 


J. R. McALLISTER, President 
- J. A. HARRIS, Jr., Vice-President 
E. P. PASSMORE, 
Vice-President and Cashier 
J. WM. HARDT, Asst. Cashier 
J. C. FRANKLAND, Asst. Cashier 
E, E. SHIELDS, Asst. Cashier 


Travelers’ Letters of Credit Issued. 
Foreign Exchange in all its Branches. 


Invites the accounts of Trust 

Companies, Banks, Bankers, 

Corporations, Mercantile 
Firms and Individuals 


Changes in Executive Staff of Girard 
Trust Company 

Owing to the resignation of Charles J. 
Rhoads as vice-president and treasuref of the 
Girard Trust Company, in order to assume his 
duties as governor of the Federal Reserve bank 
of Philadelphia, a_uumber of promotions were 
announced at a recent meeting of the board 
of directors of the company. The board ex- 
pressed its regret because of the loss of Mr. 
Rhoads’ services and expressed confidence in 
his ability to fulfill the duties of his high office 
in connection with the Reserve bank. 

It was announced as a result of action taken 
at the meeting of the board of directors, that 
Edward S. Page was promoted from secretary 
to vice-president, after a service of twenty-five 
years. George H. Stuart, 3d, assistant treas- 
urer, was made treasurer. Samuel Wheeler 
Morris, assistant secretary, was made secre- 


tary, and Thomas S. Hopkins, loan clerk, was 


advanced to assistant treasurer. 

Mr. Stuart has been in the service of the 
Girard Trust Company since 1891, Mr. S. W. 
Morris since 1894 and Mr. Hop«ins since 1901. 
Mr. Rhoads will remain on the board of the 
Girard Trust Company. 
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JoserH Wayne, Jr. ; 
RECENTLY ELECTED PRESIDENT GIRARD NATIONAL BANK OF PHILADELPHIA, SUCCEEDING 
RICHARD L. AUSTIN, WHO WAS ELECTED CHAIRMAN OF THE BOARD OF THE 
PHILADELPHIA FEDERAL RESERVE BANK 
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PHILADELPHIA 


CAPITAL - 


SURPLUS and PROFITS 


Offers Unexcelled Facilities. 


[ $3,000,000 
‘ $6,800,000 


Correspondence Invited. 


S. F. FYLER, Chairman of the Board 


E. F. SHANBACKER, President 
JAMES HAY, Vice-President 
FRANK G. ROGERS, Vice-President 


R. J. CLARK, Cashier 
W. A. BULKLEY, Assistant Cashier 
W. K. HARDT, Assistant Cashier 


C. F. SHAW, Jr., Assistant Cashier 


Joseph Wayne, Jr., Elected President of 
Girard National Bank 

Announcement of the election of Joseph 
Wayne, Jr., to the presidency of the Girard 
National Bank is welcome news to his many 
friends in banking and trust company circles 
throughout the country. He succeeeds Rich- 
ard L. Austin, who retired to accept the office 
of chairman of the board of directors and 


Federal Reserve agent of the Philadelphia 
Federal Reserve Bank. 
Mr. Wayne was born in _ Philadelphia 


September 26, 1873, and entered the service of 
the Girard National Bank in 1890. Ten years 
later he was made assistant cashier and on 
May 3. 1901, he was appointed cashier, being 
at that time the youngest bank cashier in Phila- 
delphia. In January, 1912, he was elected vice- 
president, and since that time he has served in 
the dual capacity of vice-president and cashier. 

Mr. Wayne was president of the Pennsyl- 
vania Bankers’ Association, 1906-1907, and has 
served two three-year terms as a meniber of 
the Executive Council of the American Rank- 
ers’ Association. 

At the recent meeting of the board of di- 
rectors of the Girard National Bank, Evan 
Randolph, of the firm of Evan Randolph & 
Co., was elected first vice-president; Charles 
M. Ashton, formerly assistant cashier, was ap- 








pointed cashier; Albert W. Pickford, formerly 
manager of the credit department, and Alfred 
Barratt, formerly loan clerk, were made as- 
sistant cashiers. 

The early organization of the Girard Na- 
tional Bank dates back to 1791, and it occupies 
the same building used by the Bank of the 
Lnited States and afterward by the private 
bank of Stephen Girard. The present capital 
of the Girard National Bank is $2,000,000; sur- 
plus and profits, $5,037,114. and deposits 
$40,211,490. 


Preparing for Federal Reserve Bank 


Announcement of the Class C directors for 
the Philadelphia Federal Reserve Bank was 
received with satisfaction by local bankers. 
The three directors elected by the Federal Re- 
serve Board are: Richard L. Austin, who was 
president of the Girard National Bank and 
who will be Federal Reserve agent and chair- 
man of the board; George M. Lamonte, Com- 
missioner of Banking and Insurance of New 
Jersey, who will be deputy Federal Reserve 
agent and vice-chairman of the board, and 
George W. Norris of this city. These elections 
in connection with those made by the member 
banks of the Philadelphia district assure a high 
standard of administration. 


30 CONGRESS STREET 
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TWO BANKING HOUSES ’ 
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88 SUMMER STREET 


, TRUSTS AND WILLS. 

This company has just published a Booklet dealing with 
its functions as Executor, Administrator, Trustee, Guard- 
ian and Agent, and giving other useful information in 
regard to Trusts, Wills and Transfers. Copies may be 
obtained at either of our offices or will be mailed upon 
request. , % 

‘ GEORGE S. MUMFORD, PRESIDENT 


ARTHUR P. STONE, VICE-PRESIDENT AND TREASURER 
STEPHEN W. HOLMES, VICE-PRESIDENT 























Twenty-fifth Anniversary of Germantown 
Trust Company 


An interesting bit of history is contained in 
the booklet recently issued by the Germantown 
Trust Company of Philadelphia to commemo- 
rate the twenty-fifth anniversary since its 
doors were first opened for business. There is 
no other financial institution in Germantown 
which is so widely and favorably known among 
the residents and business interests of that 
district as the Germantown Trust Company. 
At the end of the first year’s business in 1890 
the deposits were $200,000. Today they are in 
excess of $4,900,000. Tofal assets have in- 
creased during the quarter century period from 
$511,000 to over $6,500,000. Trust funds have 
increased to over $9,000,000 with an excellent 
record for economical and efficient administra- 
tion of trusts and estates. A handsome branch 
office is also maintained. in the Chestnut Hill 
district which was established in 1890. The 


Murphy, president; Clarence C. Brinton, vice- 
president and treasurer; Edward Austin Waters, 
title and trust officer; H. Norman Perkins, 
secretary and assistant treasurer ; John C. Bock- 
ius, real estate officer; A. H. Bruton, assistant 
title officer; C. S. Smyth, assistant trust offi- 
cer; James A. Kell, assistant secretary. 


official staff consists of the following: Wm. T. : 





Trust Company Merger Plan Abandoned 

President Harvey L. Elkins, of the Colonial 
Trust Company, recently issued a statement to 
the effect that the negotiations, for the ab- 
sorption of that company by the Logan Trust 
Company have not matured and that the 
Colonial will continue to serve its depositors 
and clients as heretofore. Last June a public 
announcement was made that the Logan Trust 
Company had obtained stock interest in the 
Colonial Trust Company and that plans were 
being considered with a view of consolidating 
the two companies. 

Philadelphia Brevities 

Vice-President A. A. Jackson of the Girard 
Trust Company has been made chairman of a 
bondholders’ protective committee in conjunc- 
tion with the appointment of a receiver for 
the Buffalo Gas: Company. 

The West End Trust Company has been 
designated depository in this city for the 
Cunningham Minority Bondholders Committee 
of the Birmingham, Ensley and Bessemer Rail- 
road. 

S. Pemberton Hutchinson and William W. 
Fitler have been elected directors of the Penn- 
sylvania Company for Insurances on Lives and 
Granting Annuities to fill the vacancies caused 
by the deaths of G. F. Baer and W. W. Justice. 
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Boston 


Special Correspondence 


Outlook in New England States 


A canvass covering the larger industrial 
and business,centers of New England, which 
has just been made by one of the leading 
banks. of this city, justifies the statement 
that there has béen speedy readjustment to 
the new conditions created by the war in 
Europe, and that no apprehension is enter- 
tained as to the future. In the industrial 
centers some branches are unusually active 
while others are experiencing curtailment, 
especially those which are dependent upon 
foreign markets and raw materials from 
Europe. Trading with European countries 
is being resumed by the textile trades, and 
the woolen and worsted mills are operating 
at almost their full capacity. Encouraging 
reports have also been received as to credit, 
banking and investment conditions in the 
New England States. 

Here in Boston the money market shows 
signs of improvement. While Boston bank 
clearings for September amounted to $461,- 
113,464 as compared with $575,138,449 for 
the same month last year, the more recent 
weekly summaries show steady gains. In 
such centers as New Haven, Holyoke and 
Lowell the bank clearings for September 
show up larger than for the corresponding 
month in 1913. Providence and Hartford 
are only slightly below the figures for Sep- 
tember, 1913. 

Boston banks and trust companies have 
pledged $7,000,000 as their contribution to the 
general gold pool of $100,000,000 to meet 
maturing foreign obligations. Up to the close 
of September the local banks had taken out 
approximately $25,000,000 emergency cur- 
rency. The retirement of Clearing House 
loan certificates is progressing favorably. 

The Bostoi Curb Exchange reopened for 


"business October 14 under favorable condi- 


tions. 





The International Trust Company has been 
approved as reserve agent for all the State 
banks and trust companies of New York 
which have asked that it be so designated. 

The Old Colony Trust Company of Boston, 
in its recent statement to the Banking Com- 
missioner, shows loans and investments of 


_ $75,636,444; cash and due from banks, $10,- 


826,646; total resources, $100,105,771; deposits, 
$83,064,875. The capital is $6,000,000 and 
surplus and profits $9,480,184. 

The Dorchester Trust: Company reports 


American 
Trust Company 


50 State Street BOSTON 


Chartered 1881 


Capital - - 


$1,000,000. 
Surplus (earned) over 2,300,000. 
Total Resources - 19,000,000. 


ACCOUNTS INVITED 








loans and discounts, $2,021,715; bonds and 
stocks, $605,545; cash and due from banks, 
$467,406; total resources, $3,102,167. De- 
posits aggregate $2,814,449. The capital is 
$200,000, while surplus and profits are $87,- 
ory: 

The International Trust Company is show- 
ing marked growth under the administration’ 
of Charles G. Bancroft, who was elected 
president several months ago. A. Francis 
Hayden and Chester P. Pierce have been ap- 
pointed assistant treasurers. Mr. Hayden is 
now assistant secretary and has been with 
the bank fifteen years. Mr. Pierce has been 
with the bank eight years. 





Statement of the Ownership, Management, etc., 


of TRUST COMPANIES, Published Monthly 
at New York, N. Y. 


Bae: < Bator Luhnow, 1 Liberty St., N. Y. City. 
tor: non 
Budetee Menseu HF. Carey, 1 Liberty St, N. Y. 


nie Christian A. Luhnow, 1 Liberty St., N. Y. 


Christian A. Luhnow, Sole Owner. 
= bondholders, mortgagees, and other security 
eee sy holding 1 + 1 per Eo vfad or mene of wie | amount of 
ness moreea@signed CHRISTIAN A. LUHNOW. 
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INCORPORATED 1869 


THe New EnGtanpo Trust Company 
BOSTON, MASS. 


CaPiTAL, $1,000,000 SURPLUS AND PROFITS OVER $3,000,000 
TRANSACTS A GENERAL TRUST AND BANKING BUSINESS 


1904 1914 
DEPOSITS - -- - - - $16,000,000 $20,000,000 


TRUST FUNDS - - - - = 6,000,000 28,000,000 
Write ‘Yor our BooKLeT—" THE MANAGEMENT OF TRUST PROPERTY © 


JAMES R. HOOPER, PRESIDEN’ 
ARTHUR ADAMS, VICE-PRESIDENT 
GEORGE WIGGLESWORTH, VICE-PRESIDENT 
FREDERICK W. ALLEN, TREASURER 
THOMAS E. EATON, ASSISTANT TREASURER 
EOWARD B. LADD, AssisTANT TREASURER 


ALEXANDER COCHRANE, VICE-PRESIDENT 
David R. WHITNEY, Vice-PREsiDENT 
HENRY N. MARR, SECRETARY 

FRANCIS R. JEWETT, Trust OrFicer 


ORRIN C. HART, ASSISTANT TruST OFFICER 
JAMES H. SAWYER, MANAGER SAFE DEPOSIT VAULTS 


THE OLDEST TRUST COMPANY IN BOSTON 


Rhode Island Hospital Trust Co. 


PROVIDENCE 
Capital $2,500,000. Surplus $2,500,000. 
GENERAL BANKING AND TRUST BUSINESS 
The Oldest Trust Company in New England 


Officers: 


HERBERT J. WELLS, President 
HORATIO A. HUNT, Vice-President PRESTON H. GARDNER, Vice-Pres’t & Trust Officer 
WILLIAM A. GAMWELL, Vice-Pres’t & Sec'y CYRUS E. LAPHAM, Ass’t Secretary 
JOHN E. WILLIAMS, Ass’t Secretary HENRY L. SLADER, Ass’t Secretary P 
HENRY B. HAGAN, Ass’t Secretary GILBERT A. HARRINGTON, Ass't Trust Officer 
ERNEST A. HARRIS, Ass’t Secretary JOHN H. WELLS, Ass’t Secretary 

GEORGE H. CAPRON, Asst Secretary 


Directors: 


Robert H. I. Goddard Rowland G. Hazard Waiter R. Callender Robert W, Taft 
Robert I. Gammell Nelson W. Aldrich Edward Holbrook Webster Knight 
Edward D. Pearce Samuel R. Dorrance James E. Sullivan peers nso 
Herbert J. Wells Howard O. Sturges Benjamin M. Jackson ran + Nia 
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Lyman B. Goff Stephen O. Metcalf Joba R. Freeman Rik apa 
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40th Annual Convention of 
A. B. A. 

The Fortieth Annual Conven- 
tion of the American Bankers’ 
Association, which will be held 
in Richmond, Virginia, begin- 3 
ning the week of October 12, 
promises to be one of the most 
successful in the history of this 
organization. Bankers from all 
over the country will be in at- 
tendance, 
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Dank News 


Detroit, Michigan, October, 1914 


Deposits in Kansas Banks 


A_ statement compiled by 
W. W. Bowman, secretary of 
the Kansas Bankers’ Associa- 
tion, shows that there were on 
deposit in Kansas banks on 
tyne 30, 1914, in all $180,384,- 

857.08. These deposits were di- 
vided among 212 national banks 
and 932 state and private banks. 
This is $113 for every man, 
woman and child in 


Aside from the business of | 


the Convention, the 
bankers will find much to at- 
tract their attention in this his- 
torical city. 


Convention Dates 


Castle Hot Springs, Ariz., No- 
vember 6th and 7th—Arizona 
Bankers’ Association. 

Albuquerque, N. Mex., November 
9th and 10th—New Mexico 
Bankers’ Association. 


Work Cut in Half 


The Elk Banking Co., Charles- 
ton, W. Va., installed a Bur- 
roughs Ledger Posting machine 
in July and is now saving one- 
half the time formerly required 
to post their individual ledgers. 

The errors usually made in 
posting have been practically 
eliminated and the machine- 
made records are clearer and 
neater than can possibly be 
made by hand. 

“The machine is a decided 
success, even beyond our expec- 
tations. It has done more than 
was promised for it by you and 
we feel sure that all you need to 
do will be to demonstrate this 
machine to any bank in order 
to secure its adoption,’ writes 
Mr. Wilbur ap. Cashier. 


The Elk Banking Co. and Its Posting 


Machine 


visiting .} 


Money That Will Remain at 
Home 


While it is impossible to esti- 
mate the amount of money 
Americans spend abroad every 
year, it is safe to assert that it 
runs in excess of $200,000,000. 
For some years to come this 
money will remain at home and 
if spent at all it will be upon 
“seeing America first.” 

In scenery, health resorts, and 
mineral springs, America has 
Europe excelled in every re- 
spect. All it has lacked has 
been the fashion. But circum- 
stances have changed all this 
now. 

Europe’s loss is America’s 
gain, for it will keep at home 
the many millions of dollars 
spent abroad and ‘will in time 
contribute a large share in re- 
storing to the nation a full and 
material prosperity. 


Mineral Output of 1913 Sets 
a Record 


Minerals produced in the 
United States in 1913 were 
valued at $2,500,000,000 and es- 
tablishing a new record, Secre- 
tary. Lane announced today. It 

was an increase of more than 
$209,000,000 over the production 
of 1912 and of $500,000,000 over 
the 1911 output. 


MACHIN 
$150 to "$950 i in U.S. 





Uncle Sam- 
The World’s 
Storekeeper 


No.5 


Japan Wants Cotton 


Inquiries at houses with Jap- 
anese connections develop the 
fact that Japan will take this 
year as soon as physically pos- 
sible more American cotton than 
ever before. The lowest esti- 
mates-of her American cotton 
requirements are 2,000,000 bales. 
Japunese agents have instruc- 
tions to purchase the cotton at 
9% cents or better. The ose. 
ome purchase is in the : 

rhood of $100,000,000, and will 
use more than 13 per cent of the 
entire American ee 
Wall Street Journal. 


Flour Shipments Break 
Record 


Flour shipments from Minne- 
apolis for the crop year, ended 
August 31 last, as reported at 
the Chamber of Commerce, were 
in excess of those for any prev- 
fous year. The increase over 
shipments of the cro 7. 
ended August 31, 1913, °w 
325,894 barrels. 


While war is all that Sher- 
man said, it has made of the 
United States a big general 
store from the shelves of 
which the world wil 


get its 
supplies. 


Unfilled Steel Orders Greater 


Gary, Ind.—The United States 
Steel Corporation's unfilled or- 
ders on hand August 31 were 
4,213,831 tons, an increase of 
54,742 tons, as compared with 
4,158,589 tons on July 31. Un- 
filled tonnage on June 30 was 
4,032,857 tons; May 31, 3,998,- 
160 tons; April 30, 4,277,068 
tons; March 31, 4,653,825 tons, 
a August 31, 1913, 5,223,468 
ons. 


Can You Beat This? 


The bookkeeper in the State 
Bank of Hoiles & Sons, Capital 
$100,000.00, at Greenville, Illi- 
nois, proved and posted four 
ledgers with 349 items in two 
hours and twenty-five minutes. 

Mr. G. B. Hoiles, Cashier, is 
very much pleased with their 
system as it is working out and 
figures that they are saving one- 
half the time required by the 
old system in the daily tin 
and proving of their individua 
ledgers besides being relieved of 
much mental ‘strain which used 
to accompany that work. 





* Published by Suite Adding Machine Company y %6 cinerent me models is 


90 Burroughs Block, Detroit, Michigan 
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Chicago 
Special Correspondence 


Shifting the Burden Upon Central Reserve 
City Banks 


One of the most glaring weaknesses of 
the National banking and currency system 
which is about to be superseded by the 
machinery provided under the Federal Re- 
serve Act, is the pressure and shifting of 
burdens upon the banks of central reserve 
cities in times of depression or emergency. 
The problems with which the bankers of 
this city, of New York and St. Louis are now 
wrestling are more intricate than those which 
have been presented at any time since the. pas- 
sage of the National Bank Act. Although the 
early establishment ofthe Federal Reserve 
banks is designed by the authorities at Wash- 
ington to bring relief there can be no doubt 
that, under present involved conditions caused 
by the war, the task of readjustment car- 
ries with it additional responsibilities. In 
fact the burdens which the banks of central 
and other reserve cities must shoulder are 
of such a nature as to call for whole-heart- 
ed co-operation on the part of the adminis- 
trative and Treasury authorities at Washing- 
ton. It serves no purpose, in the opinion 
of many bankers, when the Secretary of the 
-Treasury and the Comptroller of the Cur- 
rency give wide publicity to allegations as to 
loan and reserve policies which subsequent- 
ly had to be retracted. Even the most 
casual survey of the local situation, for ex- 
ample, justifies the maintainance of the legal 
7 per cent. loan rate whereas cash resources 
and reserves have been cut into for the pur- 
pose of carrying burdens which should be 
more equitably shared by the banks of the 
entire country. 

Although country banks have been with- 
drawing their reserves from the centers and 
pursuing the same policy of husbanding their 
reserves as in the past, there is no criticism 





Capital, $2,000,000 










L. M. RENDER, Scerctary 





Fidelity and Columbia Trust Company 


LOUISVILLE, 


Treasurer 


to be heard in the local banking fraternity. 
This drawback is properly charged against 
the system under which the country has been 
operating. At this writing, during the first 
week in October, the Chicago banks are ex- 
periencing a demand for money from all sec- 
tions of the country. From California and 
Texas there are offerings of cattle paper and 
from the flour milling interests of the North- 
west there is demand for accommodation on 
most attractive terms. The same is true in 
regard to the demand for funds from cotton 
interests in the South, from railroad and other 
corporations confronted with maturing or 
current financial obligations with investment 
conditions practically at a standstill. 





Contribute $16,000,000 to Gold Fund 

Despite the task imposed upon the banks 
here in meeting not only the requirements of 
their local customers, the movement of crops 
and the far-reaching calls from interior sec- 
tions, they have cheerfully complied with the 
request for contributions to the $100,000,900 
gold fund to relieve the foreign exchange 
situaticn. Chicago banks and trust compa- 
nies voted to supply $16,000,000 as their ap- 
portioned share to this gold fund. In justi- 
fication of the 7 per cent. rate charged for 
loans the Clearing House Committee, in its 
letter to Secretary McAdoo, called attention 
to the fact that since August 1, the deposits 
of six National banks of this city decreased 
$42,525,221, while loans increased $5,903,913 
during this same period. This draft upon 
their resources was met by reducing cash re- 
sources and reserves, by employing $12,935,- 
ooo Clearing House loan certificates and $20,- 
304,172 emergency notes. Even during times 
of peace the prevailing rate at this season 
of the year, with crop moving demands, is 6 
per cent. Furthermore the demand on banks 
has been increased by the necessity of pro- 
tecting their customers who have placed 
lines of commercial paper on the open mar- 
ket through brokers. 


Soi $620,000 


Our long experience, large resources and wide connections enable us to be of special 
service in handling trust business for individuals and corporations. 


Inactive accounts of banks received on favorable terms. 


JOHN on BARR, Jr., President Meneses SORGMAN, Ass’t Sec’y 
L. W ik Vice-President J. ¥. SPEED, Treasurer J. McPHERSON, "t Sec’y 
JOHN T. MALONE, Manager J. D. WINSTON, Assistant ARTHUR PETER, Thue ‘Goaed 


GEO. W. LEWIS, Auditor 
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satisfactory. 


.Correspondence is invited relative to the advantages 


afforded. 


Resumption of Security Trading 


Committees representing the bond houses, the 
banks and trust companies and the Clearing 
House interests of the city have been 
laboring diligently to restore trading on a 
safe basis. It is unofficially stated that the 
Chicago Stock Exchange will reopen -about 
the middle of November, confining its activi- 
ties to trading in local securities. It is 
pointed out that conditions affecting the New 
York Stock Exchange do not apply to the 
Chicago market, which confines its attention 
to local stocks and bonds, thus obviating the 
possibility of foreign liquidation. 





Hale Holden, recently made president of' 


the Chicago, Burlington & Quincy Railroad 
to succeed the late Darius Miller, has been 
elected a director of the Continental and 
Commercial National to fill the vacancy made 
by Mr. Miller’s death. 

The Continental & Commercial National 
Bank has been approved reserve agent for 
the Farmers’ National Bank, Abilene, Kan., 
and the Welden National Bank of St. Albans, 
Vt. 

Charles R. Holden, associated with the 
legal firm of Kraus, Alschuler & Holden, 
has been elected vice-president and counsel 
for the Union Trust Company. 
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The First National Bank of Chicago 


and the 


First Trust and Savings Bank 


Owned by the same stockholders and governed by the same 
board of directors, alive to changing banking conditions, offer 
to Banks, Bankers and Trust Companies efficient service. 


The facilities and experience gained during half a century, 
together with complete organization and equipment, enable 
these institutions to make a connection valuable and 


Combined Deposits, $187,218,453 

















Illinois Trust & Savings Bank 


The Illinois Trust & Savings Bank, in its 
latest official report, shows total resources of 
$103,358,576, including loans of $58,118,502, 
stocks and bonds, $26,150,801 and cash and 
exchange -$19,089,272. Total deposits of $87,- 
311,463, consist of $30,445,808 demand deposits 
and $56,865,655 time deposits. Capital is $5,- 
000,000, surplus fund of $10,000,000 and un-~ 
divided profits, $586,518. : 


a 


Chicago bank clearings for September ag- 
gregated $1,150,253,110 as compared with $1,- 
308,471,747 the same month last year. 

The first annual convention of the Farm 
Mortgage Bankers’ Association of America was 
held in this city Oct. 7 and 8 at the Hotel La 
Salle. I. W. Thompson, manager of the 
Farm Loan Department of the Merchants 
Loan & Trust Company of this city, presided 
over the convention as president of the asso- 
ciation and was re-elected for the -ensuing 
year. The purpose of the organization was 
fully described in an article in the September . 
issue of Trust Companirs Magazine. 

The Continental and Commercial National 
Bank has issued a pamphlet entitled, “How 
the Great Markets Met the European War 
Crisis.” ; 
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Fifth Annual Outing of the Guardian 
Savings & Trust Co., Cleveland 

It was quite a large “family gathering’—250- 
people to be @xact—which attended and enthusi- 
astically participated in the sports provided for 
the fifth annual outing of the staff of The 
Guardian Savings & Trust Company of Cleve- 
land, which took place September 12 at Wil- 
loughbeach Park. Fair skies and unbounded 
enthusiasm graced the occasion. An important 


event on the program was a ball game between 
with a box of ammu- 


the “Germans zs. Allies,” 





Foor Race sy THE “Heavy Guarp” 


nition for the winning team. A feast for the 
inner man was also provided and then the priz s 
were distributed by Vice-President C. L. 
Mosher. The committees in charge consisted 
of W. D. Purdon and L. E. Holmden, general 
committee; K. H. Sommer and H. W. Pin- 
ninger, athletic committee; F. D. Conner and 
G. J. Provo, program and publicity committee, 
and L. J. Kaufman, entertainment. 

This gathering emphasized the loyal and fra- 
ternal spirit which prevails among the mem- 


| OFFICERS 
CHARLES G. BANCROFT, President 


CORRESPONDENCE INVITED 








TRUST COMPANIES 


INTERNATIONAL TRUST CO. 


BOSTON, MASS. 








Surplus Earned $1,000,000 


FRANCIS HAYDEN, Trust Officer 
EDWARD H. GRAHAM, Asst. Treas. 
CHESTER B. PIERCE, Asst. Treas. 
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“PLay BALL” 





bers of The Guardian Savings & Trust Com- 
pany staff. In truth, President H. P. McIntosh 
has every reason to feel proud of his “happy 





family” and the success of “The Guardian 
Way.” ; = 
L. E. Shepherd, president of the Southwest 


Land Company, and for twenty-eight years con- 
nected with mercantile and financial institutions 
of Los Angeles, has been elected a director of 
the German-American Trust & Savings Bank. 





LIBERTY TRUST CO. 


BOSTON, MASS 
OPENED FOR BUSINESS, SEPTEMBER 10, 1907 


STATEMENT OCT. 21, ayy 
CAPITAL, $200,000 DEPOSITS, $3,400, 34 
SURPLUS and UNDIVIDED PROFITS: $244,000 

ae 
GEO. B. WASON, Presiden’ 
MELVIN a ADAMS Vice Pres. 
. ALLAN H. STURGES, Vice-Pres. and Treas. 


WM. H. SUMNER Asst. Treas. 
J. HENRY MILEY, Asst. Treas. 


Correspondence Invited. Collections a Specialty 
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St. Louis 


Special Correspondence 


Faith in Federal Reserve Banks and Creation 
of Open Discount Market 


Now that the early opening of the twelve 
Federal Reserve banks is assured, the bank- 
ers of this city are determined to bend their 
best energies toward rendering the new sys- 
tem effective, especially in relieving the dif- 
ficulties engendered by the hostilities in 
Europe. The high calibre of the directors of 
the St. Louis Federal Reserve bank is one 
of the most important factors in inspiring 
confidence and in creating the belief that 
early operation will help to allay the strain 
upon banking resources and credits. The re- 
duction of cash reserve requirements and 
the establishment of an open discount mar- 
ket for commercial paper, together with the 
issue of Federal Reserve notes, are advan- 
tages which will more than offset, in the 
opinion of local bankers, the demand for 
subscription to Reserve bank capital and the 
transfer of reserve balances held by local 
banks. 

The general situation here is decidedly en- 
couraging. There is still a strong demand 
for funds which maintains the rates from 6 
per cent. to a maximum rate of 8 per cent. 
Excellent progress has also been made in 
relieving the embarrassment to the cotton 
growing interest in the South because of 
the embargo on exports of cotton. The 
prime factor in this is the launching of the 
$150,000,000 cotton fund originated by Mr. 
Festus J. Wade, president of the Mercantile 
Trust Company of this city, and to which 
banks, trust companies and business organiza- 
tions are to' contribute.. Substantial aid has 
also been afforded by the action of Secretary 
McAdoo in permitting banks to secure emerg- 
ency notes on the basis of warehouse receipts 
covering the storage of cotton. Marked 
progress has been made likewise by the Spe- 
cial Cotton Committee of the Business Men’s 
League of this city in providing storage facili- 
ties for a quarter of a million bales of cot- 
tori in St. Louis, and receipts for which will 
be acceptable by banks and trust companies 
as collateral for loans. 

It is significant of improved conditions 
that bank clearings during October showed 
substantial gains. Bank clearings for Sep- 
tember amounted to $279,034,958 as compared 
with $331,711,060 for the corresponding month 
in, 1913. The National and State banks: and 
trust companies which are active members of 


the St. Louis Clearing House Association, 
$100,000,000 


contributed $5,000,000 to the 


TRUST COMPANIES 





ARKANSAS 


Located at Little Rock, in the very center of this 
rapidly developing State, we offer exceptional facili- 
ties for the handling of your Arkansas business. 

Inquiries concerning Arkansas gladiy answered. 


Capital and Surplus, 


$650,000.00 
2,300,000.00 


Southern Trust Company 


LITTLE ROCK, ARKANSAS 
“* Strongest in the State”’ 


Total Resources, - 


gold fund for the cancellation of foreign in- 
debtedness and relief of the foreign exchange 
market. A summary of the reports of the 
St. Louis banks and trust companies, based 
on the last official calls, shows total deposits 
of $286,433,158, a decrease of $16,309,000 as 
compared with the returns for last June; 
loans. and discounts, during this period, in- 
creased $3,368,335 and cash and exchange de- 
creased $16,959,000. 
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Novet Savincs BANK ADVERTISEMENT 


RECENTLY USED BY THE MERCANMLE TRUST 
COMPANY OF ST. LOUIS 
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TRUST 


William McChesney Martin, Chairman of 
the St. Louis Federal Bank 

Many of the readers of Trust ComMPANIES 
Magazine will share in the general feeling of 
satisfaction which is expressed here over the 
election by the Federal Reserve Board of 
William McChesney Martin, vice-president 
of the Mississippi Valley Trust Company, to 
the important post of Chairman of the Board 
and Federal Reserve Agent for the Eighth 
District (St. Louis) Federal Reserve bank. 
Mr. Martin has been a frequent contributor 
to the pages of this publication and he is 
widely known as an expert authority on mat- 
ters relating to trust company management. 
At the annual conventions of the Missouri 
Bankers’ Association the feature which has 
commanded most interest has been the forum 
of discussion on legal topics, affecting bank 
and trust company affairs, which were so 
ably conducted by Mr. Martin. His 
thoroughness and the complete mastery 
which he has invariably shown in expounding 
intricate questions of banking and finance, 
may be accepted as assurance that he will 
perform his duties in connection with the St. 
Louis Federal Reserve bank in a highly 
creditable manner. Mr. Martin acquired 
his practical knowledge and training in bank- 
ing matters through many years of associa- 
tion, in various official capacities, with the 
Mississippi Valley Trust Company. 


The membership of the St. Louis Reserve 
bank board is eminently satisfactory, includ- 
ing Chairman William McC. Martin; 
Walker Hill, president Mechanics-American 
National Bank; Frank O. Watts, president 
Third National Bank; Murray Carleton and 
Walter W. Smith, all of St. Louis; Oscar 
Fenley, -president National Bank of Ken- 
tucky, Louisville; W. P. Plunkett of Little 


Rock, Ark.; Leroy Percy of Greenville, 
Mass., and John W . Boehne of Evansville, 
Ind. 





COMPANIES 


WHO RECENTLY RESIGNED AS VICE-PRESIDENT OF THE MISSISSIPPI 


Wiruram McCuesney Martin 


VALLEY TRUST COMPANY TO ACCEPT THE OFFICE OF 
‘CHAIRMAN OF THE BOARD OF THE EIGHTH DISTRICT 
(ST. LOUIS) FEDERAL RESERVE BANK 





“LATEST ‘STATEMENTS. OF 


ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided : Book 
NAME Capital Profits Deposits Value Div. Value tBid Asked 

Am eee pe eee $1,000,000 $224,767 $3,152,975 100 | 7a 
een a a a ee 2,500,000 2,609,597 ....... 4 116% 204 #19 «21 
Broadway Saving & Trust Co........ 100,000 77,522 826,731 178 155 175 
Farmers’ & Merchants’ Trust Co... .. 100,000 79,034 1,077,655 100 : % 179 200 ... 
Guardian Trust Co. ............2. 1,000,000 . 60,803 3,547,877 106 110 .., 
Jefferson-Gravois Trust Co.......... 100,000 19,637 773,664 100 8% 120 120 130 
Mercantile Trust...............000. 3,000,000 6,770,482 28,493,087 100 18 326 ... 340 
Mississippi Valley Trust............ 3,000,000 5,420,714 16,303,414 100 16 281 276 280 
Mo: TI on ob Sis ain suedbd 500,000  eeenere 100 5 127 125 135 
8t. ge See 5,000,000 6, 570, 472 27,318,589 100 #16 231 +... 390 
Title Guaranty Trust Co............ 2,500,000 174,804 ....... 100 6 107 65 66 
Trust Co. of St. Louis.............. 133,600 isa ‘047 320,620 50 8 100 150%175% 
West St. Louis Trust Co............ 100,000 31, ‘088 500,770 100 6% 131 115 125 


Corrected by A. G. Edwards & Sons, 410-412 Olive St., St. Louis, and 1 Wall St., New York. 
* Not including extra dividend. t Dividend discontinued. ¢ All quotations as of July 30, 1914. 
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Pittsburgh 


Special Correspondence 


‘Railroad Rate Rehearing and Steel Trade 
The steel trade and the returns for Septem-* 


ber reflect more directly than any other in-- 
dustry the arbitrary influences due to the un- 
warranted attitude of the Interstate Commerce 
Commission toward railroads. The steel trade 
was virtually at a standstill during the first 
two weeks of October, and the far-heralded 
orders from abroad have not materialized to 
any extent. It is now generally conceded that 
there can be no distifict improvement unless 
the railroads are granted an increase in freight 
rates as requested in their petition to the In- 
terstate Commerce Commission. [If relief is 
not granted speedily, as a result of the new 
hearing now in progress, it may be too late 
to avert disagreeable results. The railroads 
are unable to finance extensions and find it in- 
creasingly difficult under prevailing money 
market conditions to finance their current needs 
or to meet refunding operations. There can 
bé no doubt that a more favorable policy on 
the part of the Interstate Commerce Commis- 
sion would have a beneficial effect, far greater 
than the immediate increase in revenue capa- 
city, because of revival of confidence on the 
part of investors in railroad securities. 





The Union Trust Company, as local deposi- 
tary, shipped to New York the first installment 
of Pittsburgh’s contribution to the $100,000,000 
gold fund contributed by the banks of the 
Reserve cities to relieve the foreign exchange 
situation. 


Exchanges at the Pittsburgh Clearing House 
in the month of September totaled $209,349,567, 
a decline of over $7,000,000, as compared with 
the corresponding month last year. 


1 
7 SAFEGUARDED 
For every acre of European 
farm devastated by the 
war, the value of a correspond- 
ing acre in America is enhanced. Hence 
farm lands are more desirable than ever 
as security. 


Our investments, based for years on the 
have earned our reputation of 


We are making you the solid offering of 6 and 7 
cent in first mortgage loans on Georgia farms. We 
shall be glad to send you our descriptive literature 
and lists on request. ; 
$25 Certificates of Depesit alse for Saving Investors. 
SESSIONS LOAN & TRUST COMPANY 
Dept. Oo Marietta, Ga. 
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FIDELITY 
TITLE AND TRUST 
COMPANY 


341-343 Fourth Avenue 
PITTSBURGH, PA. 


Capital, Surplus and Undivided Profits 
$7,750,000.00 | 


Interest paid on deposits 
Loans on approved collateral 
Acts in all Trust Capacities 
Safe Deposit Boxes for Rent 


J. Grier Long 
The city of Spokane, Wash., was deprived of 
one of its most useful and public spirited citi- 
zens in the recent death of J. Grier Long, 
president of the Washington Trust Company. 
As president and for four years a member of 


‘the Spokane school board he was foremost in 


creating the most efficient educational system. 
He was a member of the special commission 
which drafted the new city charter under 
which municipal affairs in Spokane have been 
conducted according to the best standards. He 
was also one of the pillar members of the 
First Rresbyterian Church and his activities in 
public affairs were many-sided. 

Mr. Long: organized the Washington Trust 


Company in 1902 in association with R. L. 


Webster and M. C. Connelly. He came to Spo- 
kane from Pennsylvania in 1891 and was identi- 
fied with various financial interests prior to 
organizing the trust company. Under his ad- 
ministration the Washington Trust Company 
has become one of the strongest institutions 
of the kind in the Pacific northwest. 





The Cleveland Trust Company has been ap- 
pointed executor of the will of Thomas H. 
White, the former president of the White Sew- 
ing Machine Company, of Cleveland, who died 
recently. 








TRUST COMPANIES 


30th YEAR OF SERVICE 


Mercantile Trust & Deposit Company 


OF BALTIMORE 


Capital, Surplus, and Undivided Profits, $4,695,402 


Largest capital and surplus of any financial institution in Maryland, or any Southern State. 


We offer our services in any or all of the capacities properly exercised by Trust Companies, 
and will give the most careful attention and the benefit of our long experience to all matters 
entrusted to our care. 


FRED G. BOYCE, Jr., Vice-President 


Personal Relationship Between Trust Com- 
pany Officers and Customers 


The latest number of Service, which is issued 
bi-monthly by the Mississippi Valley Trust 
Company, is somewhat of a departure from 
the customary issues of this exceedingly bright 
little magazine. It is entitled the “Personali- 
ties Number” and the frank intent is to make 
the readers better acquainted with the mem- 
bers of the official staff of the Mississippi Val- 
ley Trust Company. As stated in the intro- 
ductory the officer often finds that his efficiency 
in service is curtailed by the fact that certain 
customers do not know how to make use of 
him or, knowing it, hesitate to come to him 
because they have never met him. This num- 
ber of Service therefore offers every customer 
an introduction to the staff of eightecn officers 
whose portraits are presented with a word or 
two concerning the duties of each executive. 
The fact is also impressed upon the customers 
that the Mississippi Valley Trust Company has 
no private offices, but that the more important 
a man becomes in the trust company’s service, 
the closer he gets to the corridors and be- 
comes more accessible to the public. The prime 
purpose is to find out and meet the particular 
requirements of every customer. 





Capital 

Baltimore Trust Co............c000- $1,000,000 
OO) eee 300,000 
Continental Trust Co................ 1,350,000 

Re. 6c shucw ive tise 1,000,000 
Maryland Trust Co................. 1,500,000 
Mercantile Trust & Deposit Co....... 1,500,000 
Money TS: sak deapnesesraeses ae 

le Deposit & Trust Co............. x 

8 & Trust Co.......... 200,000 
Title Guarantee & Trust Co.......... 200,000 
Union Trust DP GUhianeibee ems 500,000 





CONDITION OF BALTIMORE TRUST COMPANIES 


A. H. S. POST, President 


The Trust Company and the Layman 


It is highly essential that booklets, which are 
designed to describe the services rendered by 
trust companies, should be written in a style 
to be easily read and comprehended by the 
layman. Very often such booklets fall short 
of their mission because of the technical lan- 
guage used and likewise because of the lack 
of brevity. An excellent booklet, which meets 
requirements, is that issued ‘recently by the 
Maryland Trust Company of Baltimore. The 
text relates mainly to the proper construction 
of wills and the facilities provided by the trust 
company in various fiduciary capacities. The 
“trust company story” is told here in a manner 
which is both concise and convincing. The 
trust company is represented as something 
which is human, which invites confidential 
service and which may be trusted to carry out 
its obligations faithfully and economically. 

It is precisely trust company literature of 
this character which is most effective in edu- 
cating the public as to the stability and adap- 
tability of the trust company in serving its 
trust clients. The Maryland Trust Company 
booklet is the kind which contains advice 
which “is beyond price.” 


Surplus and 
Undivided An. 
Profits Deposits Par Bid Ask Div. 
$2,571,000 $5,022,000 50 149 160 16 
73,000 1,089,000 25 27 2 4 
1,880,000 6,314,000 100 165 180 12 
1,165,000 7,938,000 100 295 325 10 
367,000 1,410,000 100 85 115 6 
3,208,000 10,599,000 50 175 179 1 
53, 2,084,000 100 99 101 .... 
2,573,000 8,097,000 100 650 ... 20 
03, 377,000 100 153 157 Sex 
180,000 508,000 100 160 165 8 
189,000 731,000 50 60 65 8 


Revised by Hambleton & Co., Bankers, Baltimore. 














TRUST COMPANIES 


CHARTERED 1866 


Brooklyn Trust 
Company 


Member New York Clearing House Association 


Main Office: 177-179 Montague Street 
Branch: Bedford Avenue and Fulton Street 
Manhattan Office: Cor. Wall Street: and Broadway 


Capital $1,500,000 Surplus $3,000,000 


TRUSTEES 


FRANK L. BABBOTT FRANCIS L. HINE JOSEPH E. OWENS 
WALTER ST. J. BENEDICT WILLIAM A. JAMISON ROBERT L. PIERREPONT 
SAMUEL W. BOOCOCK DAVID H. LANMAN HAROLD I. PRATT 
EDGAR M. CULLEN DAVID G. LEGGET CLINTON L ROSSITER 
WILLIAM N. DYKMAN FRANK LYMAN CHARLES A. SCHIEREN 
JOHN H. EMANUEL, Jr. HOWARD W. MAXWELL J. H. WALBRIDGE 

JOHN ENGLIS EDWIN P. MAYNARD ALEXANDER M. WHITE 
WILLIAM HESTER WILLIS L. OGDEN WILLIS D. WOOD 


OFFICERS 


EDWIN P. MAYNARD, President. FREDERICK T. ALDRIDGE, Secretary. 
DAVID H. LANMAN, Vice-President. WILLARD P. SCHENCK, Asst. Sec’y. 
CLINTON L. ROSSITER, Vice-President. HORACE W. FARRELL, Asst. Sec’y. 
FRANK J. W. DILLER, Vice-President. Cc. O. BRINCKERHOFF, Asst. Sec’y. 
WILLIS McDONALD, Jr., Treasurer. HERBERT U. SILLECK, Asst. Sec’y. 


ADVISORY COMMITTEE—BEDFORD BRANCH 


EUGENE F. BARNES WILLIAM McCARROLL 
EDWARD LYONS EDWARD THOMPSON 
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